CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


CONFIDENTIAL 


UNITED STATES DISTRICT COURT 


MIDDLE DISTRICT OF NORTH CAROLINA 


DURHAM DIVISION 


LIGGETT GROUP, INC. 


PLAIN TIFF 


-against- 


6ROWN & WILLIAMSON TOBACCO 
CORPORATION 

DEFENDANT 


BROWK & WILLIAMSUN TOBACCO 
CORPORATION 

FLAW TIFF^ 


- against- 


LIGGETT GROUP, HC. and ) 

GENERIC PRODUCTS CORPORATION.) 


CO U N TER CL AIH- D E FEN DAN TS 


CIVIL ACT 
NO. C 84- 


DEPONtUT: 


JEFFREY A. ECKMANH 


DATE: 


June 27, 1986 


REPORTER 


MARCIA KUCHEN3ROD 


TAMN EN3AUM, KUCHa^d ROD & PATEN 
COURT REPORTERS 
The White stone Building 
607 west J-iam Street, Suite L-3 
Louisville, Kentucky 40 202 
( 50 2 ) 587-19 84 


.&. 24 - 4-&-15 


http://legacyJibrary.ucsf.eQia>tliidypiri9ff|a^/pnillw.industrydocuments. ucsf.edu/docs/qyxl0001 


CTv 





CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 







o INDEX 

E X H IB ITS 

EXHIBIT NO. 1 
EXHIBIT NO. 2 
| EXHIBIT NO. 3 5 

{ 

* '•» 

i 

i 

j 

i 

i 


40 
96 
16 9 


c? 

| 

I 

I 

I 

I S> 


V 




VP 


TANNENBAUH, KUCHtNaROD k PATEN <* 

Louisville, Kentucky 40202 
( 502) 587-1984 

__ 824 191 " 


http ://legacy. library, ucsf.efluiilictlpi ri9ffpSCWpflUw.industrydocuments.ucsf.edu/docs/qyxl0001 





CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 





IT IS HEREBY STIPULATED AND 
AG REED, by and among the attorneys for the respective 
parties herein, that the sealing and tiling of tne 
within deposition be waived; that such deposition may 
be signed and sworn to before any officer authorized 
to administer an oath, with the same force and effect 
; as if signed and sworn to before the officer before 
whom said depbsition is taken. 

! IT IS FURTHER STIPULATED AND 

| AGREED that all objections, except as to form, are 
reserved to the time of trial. 
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APPEARANCES ; 


* 


O 


James Conoren and 
Arthur Korzac 
Attorneys tor Plaintiff 
Weoster 6 Sheffield 
One Rockefeller Plaza 
New York, New York 10020 


C. william Phillips 
Paul, Weiss, Rifkind, 
Wharton & Garrison 
Attorney for Defendant 
3 45 Park Avenue 
New York. New Yorn 10154 


* * ★ ★ * 

! Tne deposition of JEFFREY A. ECKMANU was taken or. 

■; behalf of the Plaintiff, oefore Karcia Kucher.broa 

anc Alice Tannenbaum, Notary Publics for the State of 

I 

i Kentucky at barge, in tne offices of Woodward, Hobson & 

Fulton, 2500 First National Tower, Louisville, Kentucky, 

I \ 

1 on June 27, 1 966, at 9:20 a. n. Said deposition was 

l 

j taken pursuant to notice for purposes aiscovery ana 
as provided oy the Federal Rules of Civil Procedure. 

P- 
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JEFFREY A. EC KM AN K. 

called upon oral examination by counsel tor cne 
plaintiff, after having been first duly sworn, was 
examined and deposed as follows: 

DIRECT EXAMINATION 

BY MK. CONDKEN: 

Q. Good morning, Mr. Eckmann. My 

name is James Condren. and I represent Liggett k 
Meyers in this lawsuit, and I will be asxinc you a few 
questions today-: 

First of all, I just want to 
tinank you for agreeing to do uet-osed tocay 

* and I 

appreciate tnat. 

i also want to tnonk your 

counsel for delivering those documents last nignt. 
going out of his way to do so. 

Are you a college graduate. Hr. 
Eckmann? $ 

A. Yes. 

r> 

Q. From what institution aid you 

ootain your Bachelors degree? 

v 

A. Northern Illinois University. 

Q. When was that? ^ 

A. 1 97 4 . 
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Q. 


What was your Bachelors degree 


in? 


A. Accounting. 

O Q. What did you do upon completion 

o£ your Bacnelors degree? 

A. I went to worn with Price 

Waterhouse in Milwaukee. 

Fo r how many years did you work 

tor Price Waternouse? 

A. c* Six. 

0. Are you a CPA, Mr. Eckaann? 

A. c Yes, Wisconsin. 

Q. ^Wher. di o you take the exam? 

A. 1 97 4. 

Q. Alter you left the employment ot 

Price Waterhouse what did you do? 

A. Worked witn SATUS in Milwaukee 

and then Louisville, roughly a year each. Then with 
brown & Williamson starting in September 1981, I 
think — 2, 1 982 , I'm sorry. 

Q. What did you do your position 

or positions with batus? 


A. 


I was in the audit department in 


both Milwaukee and Louisville. 


Q. 


What position did you take w l tn 
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Brown k Williamson in September of 1982? 


2y 

^ A* 


Assistant controller. 

3 

Q. 


Why don't you just tell me 

4 

oPiefly and generally what your job duties were in 

5 

that posi tion? 



6 

A. 


I had management 

7 

responsibilities for 

general accounting, tax and 

ts 

insurance, <and 

near 

the end of the period I also had 

9 

responsi Dil ity 

for marketing finance instead of 

10 

insur ance. 



11 

Q. 


For how long dia you hola that 

12 

po si ti on? 



13 

A. 


■Three years. 

1 4 

Q ♦ 


Do you recall exactly which 

15 

month you 1ef t 

that 

position in 1985? 

16 

A. 


Septembe r. 

17 

Q. 


Who succeeded you in that 

1 8 

position at Brown u 

Williamson? 

19 

A. 


Doug B town. 15 

20 

Q. 


What did you do upon leavinq 




P 

21 

that position? 



22 

A. 


Transferred to BATUS. , 

V 

23 

j Q * 


What position did y ju take with 

24 

BA1D S? 



25 

A. 


Di rector of auai t. 
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Q. And that’s the position you 

currently hold? 

A. Yes. 


G 


Eckjnann? 




Q. 


A. 


Do you Know Mr. Heger, Mr, 


He neld that position tne entire 
O' 


Ye a. 

0. Did he work for Brown & 

Williamson an 1 984 and 1985? 

A. Yes. 

Q. '* What position or positions die 

he hold during that time perioci? 

o 

A. Senior vice-president ii nance, 

chief financial office's?. 

0. 

periou of 1964 ana 1965? 

A. 1 can’t say that for certainty. 

I don’t recall. >' 

q. Did Mr. Heger at some time 

change positions from something el se 5 * to senior vice- 
president for Brown & Williamson? 

MR. PHILLIPS: At any point or 
during 1984 and 1985? ^ 

q. At any point? 

A. I don’t recall the timing^bf it. 

q. What position did he hold prior 
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to becoming senior vice-president? 

A. In that period I just don*t 

recall the title. There was someone over -- he was 
reporting to someone else for part of the time I was 
there, but I don't recall the titles or timing 
involves. 

q. Did tie have a predecessor as 

senior vice-president for Brown & Williamson? 

A. Yes. 

q. ° Was that Hr. McDonough? 

A. Yes. 

o 

q. Do you unow when Hr. McDonough 

took that position as Senior vice-president for 
finance? 

O' 

A. I don’t r ecai 1. 

q. Do you know who Mr. McDonough's 

Dreaecessor was as senior vioe-pnc esiaent for finance? 


A. 

0. 


Ye s. Boo Cummins , 


Do you know when Mr. McDoncugn 


replaced Mr. Cummins in that position? 


for BATUS? 


A. 

Q. 

A. 

Q. 


Not really. Don't recall. 

Does Mr. Cummins presently work 

Yes. 9 

What is his position for BATUS? 

i5» 
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O 

BATUS? 


O' 


A. 

Q. 

A. 

0. 

A. 

Q. 

*• 

0. 


Vice-president and controller. 
Do you report to him presently? 
Ye s. 

Does Mr. McDonough work for 

Ye s. 

What does he do? 

He* s a cti ng CFO . 

Let rue show you, Mr. Eckmann, 


two exhioits which have been previously marked. The 

first is Wilson 16, which is a summary of standard 

o 

variaole raanuiacturing costs for generics covering the 

period 1984 and 1985. OThe second is Wilson 17, whicn 

is a summary of variaole margin for generics covecinc 

the periods 1984 and 1985 P' 

Let's look at Wilson 16 first, 

Mr. Eckiuann. have you seen alitor any part of this 

document oerore? When I ask you that question, I mean 

to exclude whether you have seen lt^in preparinq for 

this deposition with your counsel. I'm just askinq 

p 

whether you have seen it -- 

HR. Pti IL LI PS : And you' re 

familiar with it? 

Q. -- and you're familiar wi<$H it 

because of your job duties as assistant controller 
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tnat you held with Brown & Williamson? 


HR. Pri XL LI PS : These specitic 


documents or documents in this format? 


Generally. Well, no. I'm asking 


about these specific documents? 


this berorsi 


Wilson 17? 


MR. PHILLIPS: 0*ay. 

I don't recall ever having seen 


Is the same true with respect to 


Ye s. 


DO you recall having seen 


documents m this form&t? 


rel ativ e to 17. 


Yes relative to Wilson 16. No 


Do you have any general 


understanding as to what the coifurans on Wilson 16 are 
designed to represent? 

A. Yes. 15 

Q. Can you tell me what the column 

branch is designed to represent? 

A. The branch at which t^e 

cigarettes would be estimated to be produced at. 

q. During the period covered®by 

this particular sheet -- 
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A. 

0 . 

A. 

Q. 


Rignt. 

-- or any particular sneet? 

Yes, that's correct. 

Can you tell me what the column 


present split is designed to represent? 

A. The estimated portion of the 

total manufacture of that particular Prana style for 
that period,. 

Q. This represents the estimated 

split as ot tn^ time these documents were created? 

A. I'm not cer tain. 

o 

Q. But it doesn't necessarily 

reflect the actual production of these cigarettes? 

A. That's ray understanding. 

0. Okay 1 ? Do you know wnecher it a 

particular brand and style or generics appears on tnis 
page for a particular time period, whetner that 
cigarette was, in tact, produced during that time 
period? ® 

HR. PHILLIPS: Does the 

appearance on this page for branded sty ?e mean that it 
was necessarily produced? 

<• 

MR. CON DR EU : Yes. 

A. My understanding of this 9 

document is tnat it's a forecasted document rather 
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than an actual historical document. 

Q. In other words, it represents an 

estimate or what is going to be produced during the 
period covered by tne particular sheet? 

A. That* a my understanding. 

Q. If you will look at the August 

1985 sheet in Wiison 16 -- 

5 HR. PHILLIPS: 1 821 37 . 

Q. -- and tne pace preceding tnat, 

91389, and compare that witn the September 1985 sheet. 

HR. PHILLIPS: 182112. 

o 

Q . Yes. In August 1985 estimated 

production riqures ana<>cost figures are broken down 
into the styles branded, blended, filter and superior, 
whereas the September 1 SOS^contai ns a breakdown or 
those tour only for blended. 


HR. PHILLIPS: Wait. 


A. 


I'm not sure I follow. 

HR. PHILLIPS : a Yeah. I object 
to the form. I don't -- 

MR. CON DR EN : I hJven't asked 
tne question yet. I’m just trying to -- 

HR. PHILLIPS: I know, but I 
think what you said is incorrect. It wasn't --® 

A. Could you say that again. 
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pi ease? 

Q. In the September 1985 sheet I 

don't see any breakdown tor branded, filter and 
superior generics -- 

MR. PHILLIPS; Okay. 

^ Q. -- whereas there is such a 

breakdown in August 1985. My first question, Mr. 
Eckroann, is* do you have an understanding as to what 

those terms mean, branded, blenced, filter and 

o 

superior ? 

A. Yes. 

o 

Q. Can you tell me what that is? 

A. ^Those were brand styles that we 


were producing 

0. 

A. 


were tnere -- 

Or I would say they are brand 
styles that we nad. I don't knqw if they were 
produced or not. 

Q. Were there differences that you 

could specify amona those Drand styles in terms ot the 

$> 

physical components of the cigarette or the packaging? 
A. I have no knowledge o£ that. 

Q. Do you know whether Brown & 

Williamson continued to manufacture blended -- txcuse 
me — branded, filter and superior cigarettes after 
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August 1985? 

A. I don't r ecall. 

Q. Do you nave any understanding as 

to* what the columns on Wilson 17 are designed to 

represent, all of them or any of them? 

A. I have not seen the document 

O' 

before, out the descriptions are — the columns are 
fairly descriptive in terms of normal terminology at 
Brown t* W ill i am son. 

q. o Can you tell me wnat your 

understanding is as to the term leaf LIFO adjustment 

o 

as it’s normally used at Brown k Williamson? 

J$R. Pd ILL 1 PS: And not 

necessarily concerning this specific use of tn e term. 
Out the term as it is used^at Brown u Williamson 
ge nerally? 

MK. CONOR EN : Yes. 

T 

A. hy understanding is that it is 

the adjustment to adjust leaf costs ^to current costs. 

Q. From what measure of cost is 

p. 

that adjustment made? 

A. 

Q. What is raovinq book average? 

A. That really wasn't in my $rea, 

and I'm not sure I could give you an accurate 


From moving book average. 
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de script!on. 

Q. 


Do you have a general 


understanai na as to the meaning or the phrase rreignt, 
cartage and insurance as it's used generally at Brown. 
& Williamson? 

„ MR. PHILLIPS: And not 

necessarily as it's reflected on this document? 

9 MR. CON DR LN : Correct. 

A. Yes, a general understanding. 

Q. 0 Can you tell me what that 


understanding is? 


A. 


The largest component is the 


rreignt to get pr oauctO f rom the factory to warehouses 
and warenouses to customers. 

O' 

0 . These are freight costs incurred 

ror finisned goods? 

A. Right. <0 

Q. Does rreignt, cartage ana 

insurance incluae any storage costs 5 incurred at the 
warehouses you just referred to? 

S> 

MR. PHILLIPS: Objection to 
You can answer. ^ 

q. You can answer. 

A. I'm not certain. ® 

Q. In 1 984 and 1985 dia Brown k 


form. 
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Williamson incur storage costs at those warehouses? 

A. I don* t have a direct Knowledge 

of that. 

° Q. Did Brown a Williamson rent 

those warehouses oaring 1984 and 1985? 

HR. PHILLIPS: ODjection to 
O' 

form. What are you referring to when you say those 
warehouses?® 

MR. CONOR EM : Tne warehouse c 
where finished ^ooas are stored? 

KR. PHILLIPS: Prior to -- 

o 

MR. CON DR LN: Prior to their 
oeing received oy tne Customer? 

MR. PHILLIPS: Or prior to their 

O' 

aeing sent by the factory? 

MR. CONDRLiJ: No. I'm tal Ki no 
aoout after the time they are se^t out from the 
factory 

MR. PHILLIPS : ®Gkay . 


get to the customer, 


HR. CONDRLN: -- and Defore they 


HR. PHILLIPS: All ng^t. 

A. I’m not familiar with our 

commercial arrangement with the warehouses. ® 
Q. Do you know whether rreignt, 
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cartage and insurance includes any labor coats 
incurred Dy Brown & Williamson with respect to 
snipping out finished goods and getting them to tne 
customer ? 

A. I don't Know . 

Q. Does freight, cartage ana 

O' 

insurance include any transportation, labor or storage 

costs incurred for raw materials before they're 

incorporated into finisnea goods? 

° MR. PHILLIPS: Does that 

category contain those costs? 

o 

MR. CON DR LN : Yes. 

A. <1 don't believe so. 

q. Do you Know whether the selling 

O' 

price figures chat appear on Wilson 17 represent 
actual sellina prices tor the cigarettes referenceu on 
these pages? 

A. I can't tei 1 for certain. 

q. Do you Know whether the selling 

price riaures that appear on Wilson 17 for qenencs 
cigarettes include military prices? 


A. 

0. 

vending prices? 

A. 


I don't Know . ^ 

Do you Know whether they induce 

?> 

As I said, I had never seen this 

<s* 
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document before. I don't Know. 

Q. Were military prices for any 

particular brand and style of generic cigarette in 
1^84 and 1985 tne same as the prices for commercial 
bus! ness? 


A. I don* t Know. 

O' 

Q. Do you Know whether the vending 

prices for -generics were the same as those for 
commercial business? 

A. ° No, sir, 1 don't Know. 

U. In 1 984 anc 1 985 aid Brown & 

o 

Williamson incur any transportation or storage costs 
with respect to raw materials before they got to the 
plant to oe incorporated into cigarettes? 

HR. ?ii ILL I PS : Oo} ect to the 


form. You can 
A. 

0 . 

generally what 
A. 


answer 1 1. 

Yes. ^ 

Can you descrioe for me 
those Kinds or expends were? 

Could you restate the question? 
MR. CON DR BN : Reaifit back. 


Marcia, please. 

(The reporter read the record.) 

MR. PHILLIPS: Do you want: to 
ta*e one of those first, or do you want to take both 
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of th em ? 


HR. CON DR EH : One of those 


meaning? 

O 

HR. PHILLIPS; Transportation or 
storage I believe are the two. 

^ MR. CONDREN; All right. 

Q. Let's start with transportation 

costs? 5 

A. It's my under sea ndi ng that we 

incurred both transportation and storage costs on 

tobacco prior to manufacture. 

o 

Q. bo you know where those costs 

were reflected in Brow"?. * Williamson's accounting 

documents m 1984 and 1985? 

O' 

A. Not with certainty. 

Q. Were there transportation costs 

incurred with respect to raw materials aside from 
tooacco before they were incorporated into finished 


goods ? 


A. 


I don't Know what tne terms of 

9 

our purchase of some of the other materials is with 
tne vendors as to who pays the transportation. 

q. Were there storage costs 

incurred with respect to any raw materials? " 

A. Yes. 
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1 


In * 84 and '85? 


Were they incurred with respect. 


t£ leaf? 


0. Do you Know where those storage 

costs for leaf are reflected in Brown & Williarason's 
accounti ng ^documents for 1 984 and 1985? 

A. 1* m not certain. 

q. ° Are you familiar with a proauct 

sold dv Brown k Williamson called Coins? 

o 

A. Yes. 

q. -What is Coins? 

A. I woula describe it in layman's 

O' 

terms as a low priccu vending product. 

Q. Is it a generic product? 

MR. PHILLkPS: Objection to 


torn. 


I'm not sure f fully understand 


the meaninq of generic. 

P- 

q. Do you Know whether in 1 984 and 

1985 there were any differences in the physical 
components of Coins as compared to generic cigarettes 
produced by Brown k Williamson? ® 

MR. PHILLIPS: For example. 
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2^ 
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i 
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blend, leaf, casing, wrapping, filter, et cetera? 

MR. CONDREN: Yes. 

A. I'm not familiar with the 

physical properties. 

Q. Was the packaging for Coins 

different from generic cigarettes made by Brown & 
Williamson? 

AS Yes. 


Q. 


Are you familiar with a product 


sola by brown & Williamson called Major Brand? 

A. I have heard of Major brand. 

o 

Q. What is Major Brand? 

A. It's one of the brand styles of 

cigarettes that we sold. 

O' 

0. Is Major Brand a private label, 

do you know? 

A. I'm not contain. 

Q. bo you understand wnat I mean 

when I say private label? 

A. 

explain it. 

Q. Do you nave any comprehension ac 

to what that terra means as it's used at Brown & 
Williamson with respect to cigarettes? ® 

MR. PHILLIPS: Objection to the 

TANNENSAUrt, KUCHENBRQD & PATEN 
Louisville, Kentucky 40202 
( 5 0 2 ) 5 87-19 8 4 
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It would nelp to have you 
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form. 


I don't tnink I do nave an 


accurate understanding. 

^ q. Do you know wnat the column 

excise tax on Wilson 17 is designed to represent, Hr 


EckmannJ? 


Yes. 

Can you tell rae what it's 


designed to represent? 


The Federal excise tax pec 


thousand cigarettes. 


Is this a tax that’s paid by 


Brcwr. & Williamson? ^ 


A. Ye s. 

V 

q. Do you know generally speaking 

at what point in the manufacturing and sale process 
that tax is paid by Brown ft Williamson? 

A. It’s my understanding tnat it's 

paid alter tne cigarettes leave a bdndeu facility. 

0. Such as a warenouse? Is that 

what you are referring to? 


do you mean by that? 


What type of warehouse? 

What is a bonded facility? What 


I'm not sure who the Dond is 
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I 

1! with. In general terms it would be when leaving tne 
2 factory as I understand it. 

3 ! Q. The manut actur ing facility? 

4 ° A. Yes. 

5 Q. In 1 984 and 1985 did Brown & 

6 Williamspn give a discount to purchasers of generic 
7 ! cigarettes if they paid the bill witnm a certain 


8 ! 

period of tisme? 


9 

A. 

I don 1 t know . 

10 

Q. 

Are you familiar with ar. entity 

11 1 

called G PC, Mr . 

Eckmann? 

0 

12 

A. 

I have heart or G PC. 

13 ; 

Q. 

0b you Know whether Brown & 

1 4 

W 1 11 i am so n has 

ar.v contractual arrangements with GPC 

15 

with respect to 

O' 

ci ga rettes? 

16 

A. 

I don't recall tne arrangements 

17 ! 

Q. 

Do you recall that there are 

1 8 : 

ar rangement s? 


19 ! 

A. 

I believe we do business with 


them. I really don't recall the details. 

Q. Do you know whether Brown 6 

Williamson in 1 985 manufactured a GP laoei cigarette? 

MR. PHILLIPS: A GPC label? 

MR. CONDREN: GPC label? « 

25! HR. PHILLIPS: Okay. 

o 
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23 

A. I can't accurately recall. 

Q. Did Brown & Williamson at some 

point in 1 984 or 1 985 produce generic cigarettes at 
iSis PetersDurg facility? 

A. I don* t recall. 

Q. As of December 31. 1 985 , was the- 

Petersburg manur actunng facility still in operation? 

CJ MR. PHILLIPS: As of what date? 

MR. COWDREM: Deceaoer 31st, 

1983. ° 

A. I can't say with certainty. I 

o 

Know that was approximately when it was Deing closed 

down. <> 

t>. Do you Know whether in 1984 or 

O' 

1 985 Brown i Williamson produced cigarettes for 
exportation at the Petc-rsourq facility? 

A. Yes. <c 

0. As of September 1 983 aid Brown u 

Williamson continue to proouce cigarettes for 
exportation at its Petersburg facility? 

A. I don* t recall. 

Q. Did the Petersburg facility 

cease to operate when export production was no longer 
taking place there? o 

A. I don't Know. I thinK it ciosea 
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down after I had left that position. I don’t recall 
the final details. 

Q. In 1 984 and 1985 did Brown fc 

O 

Williamson do LIFO adjustments for materials other 
than leaf? 

^ A. Could you define LIPO 

adj ustraent s? 

Q® An ad 3 ustment similar to the one 

that was performed for leaf that was cesiqr.su to 

o 

reflect the difference between current cost and movinq 

book average? 

’ o 

A. I don't recal 1. 

Q. t>et me show you, Mr. Ecitruann. 

two previously marKeo exhibits. One is Klein 2, which 

O' 

is the December 1 984 Consolidated Trial Balance for 
Brown a Williamson Tobacco Corporation, ana the other 
of which is Willingham 5 8, whicnfis the Consol mated 
Trial Balance of December 1 585 for Brown & Williamson 
Tobacco Corporation. 


Q. 


(Off the record discussion.; 

P 

Let’s look at Klein 2, first. 


Mr. Eckraann. Have you reviewed that to yous> 
satisfaction? 

MR. PHILLIPS; Let’s look.® 
A. Yes. 
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2 4 Hr. EcKmann? 


3 A. it's the Brown k Williamson 

o 

4 Consolidated Trial Balance as of 12-31-84. 

5 q. Have you seen this document 

6 before j»s part of your ] od duties as assistant 
7 ; controller of general accounting? 

8 ' A 3 . Yes. 

9 ! q. Can you tell me unuer what 

o 

10 circumstances you have seen this document before? 

11 A. I would review it after it's 

o 

12 produced. 

13 0 . ’fcho was responsible for 

1 4 ! pr oducinq it? 

Q> 

15 , A. The supervisor of general 

16 accounts and vouener audit, which reports to me. 

17 ; q. Do you unojW who that person was 

18 who prepared this particular, or produced this 

•5 

19 particular Consolidated Trial Balance? 

20 A. Tnere were several cnanaes 

j 

21 I during the period. I believe Jacue Bearden was the 

i 

22 incumbent at that time. 

23 Q. Ms. 3earden or whoever prepared 

24! Klein 2 reported to you at that time? ® 

i 

25 A. Yes. 

V? 
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Q. Can you describe for me the 

mechanics by which this document was produced? 

A. It's a computer summation of 

accounts in the company's general ledger. 

Q. Did Ms. Bearden or whoever 

produced this document do so as part of his or her 

O' 

30 b duties wonting in your department? 
kr Yes - 

q. Was tnere a regular procedure in 

19B4 ana 1985 by whicn this document was produced 
every raontn? 

o 

A. Yes. 

Q. ^To your Knowledge was that the 

procedure always followed by the people who prepared 
this document in general accounting? 

A. I believe so, yes. 

Q. wnoever prepared Klein 2 was 

autnorized by you to do so as part of his or her 300 
duties? ® 

A. Yes. 

Q. Was Klein 2 made the regular 

course of 8 rown & Williamson's business? 

b 

A. Yes. 

q. Was this document Kept af$er it 

was made in tne regular course of brown « Williamson's 
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busi ness? 

A. Tne final version would nave 

been retained, yes. 

° Q. Ib this the final version for 

that month, Klein 2? 

^ HR. PHILLIPS: Final version of 

& 

Klein 2, or final version of the Consolidated Trial 
Balance? o 

Q. Is Klein 2 the final version of 

the Consolidated Trial Balance for Brown k Williamson 


for 1 984, December? 

o 

A. 

0 . 


I can't tel 1 . 

"Was it typical for the 


Consol iaa ted Trial balance to go through more tnan one 

O' 

version in a given montn? 

A. Particularly at year end, yes. 

HR. CON DR Bfcl: will, I assume we 
have been provided with wnatever final versions there 
were of the Consolidated Trial balances, and it not, 
I'd 1 ike to have that checked into and see that those 
are produced. 

HR. PHILLIPS: Okay. will 
check into whether or not the final versions of 
Consolidated Trial Balances have been proouceo.® 

MR. CONDREN: Okay. I don't 
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particularly care about anything less than tne final 
version tor any particular month, out I want to make 
sure that we have the final version for every month. 

° HR. PHILLIPS: Okay. Well, let 

me say that l wili take it under advisement, but I 
will check into see it the final versions nave been 


produced to you, okay? 


Off the record a second. 

(Off the record discussion.) 


HR. CONDREN: Back on the 


record. 


Do you know at approximately 


what time Klein 2 was produced? 


A. Would have been approximately 

O' 

tne ena or January or 1985. 

Q. Was it typical ir. 1 984 ana 1985 

for tne Consolidated Trial Balance for any particular 
month to oe generated within a month of the period it 
covers? J 


torm. 


MR. PHILLIPS: Objection to 

S> 


Ye s. 


0. Did it take longer to generate 

the December ’84 version than the prior months Because 
December '84 was the year end version? 


TANNtNBAUM. KUCHEN3ROD u PATEN 
Louisville, Kentucky 40202 
( 502) 587-19 84 


821 1!) 1 S 5 


http://legacyJibrary.ucsf.eQia>tliidypiri9ff|afii^/pBUw.industrydocuments. ucsf.edu/docs/qyxl0001 







CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


29 




1 

3 

4 

5 j 

6 ; 

i 

7 I 

a ; 

i 

5 

10 
11 
1 2 
13 
1 4 

15 

16 
17 

1 a 

19 

20 

21 | 

j 

22 | 

I 

23 | 

| 

2 4 | 
25 


A. Year end typically taxes longer 

than interim montns, yes, sir. 

q. How long did interim montns 

typically take in 1 984 and 1985? 

A. It would be generated typically 

in tiie middle of tne month following the montn end. 

& 

q. To whom, if anyone, was the 

Consol ida Trial Balance distriouted arter it was 
generated in 1984 and 1905? 

c ’ MR. PHILLIPS: Tne final version 

or -- 

o 

HR. CONOR EN : Tne final version? 
A. 'I'm sure I don't recall the 

complete cii st r l buti on. I woulu have received a copy, 

O' 

the controller. 

Q. 

A. 

q. liy the way. Hr. Eckmann, di a you 

report directly to Mr. Bacon when yc?u were assistant 
controller or general accounting? 

A. Yes. 

Q. 

A. Yes. 

q. Do you know when Mr. Bacon 

oecarae controller of Brown fc Williamson? 


Mr. Bacon? 
Ye s. 




Por the entire time period? 

v 
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A. 

Q. 

ballpark, guess? 

o 


No, I don't know exactly when. 
Do you know approximately when, 


HR. PHILLIPS: Baliparx — 
whatever your best unaerstanding is. Don't guess. 


O' 


A. 


I could easily be five years 


or t. 

C?3 Ail rignt. But in any event, it 

was at some time prior to your becoming assistant 
controller of general accounting in septeraoer of 1962? 

A. That* s correct. 

o 

Q. To whom else was the 

Consolidated Trial Balance distributed in 1984 and 
1 985 on a monthly basis? 

O' 

A. Supervisor oi general accounts 

and voucner audit. 

Q. That was K)6. Bearden among 

others during that period? 

A. Tnat's right. ' Tbe supervisor of 

financial reporting. 

9 

Who was that in 1 984 and 1985? 


Davia G raas. 


0 . 

A. 

Q. His position is also under the 

umbrella of general accounting during that time 9 
period? 
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A. Yes. I don't recall any other 

people tnat receiveo it, out tnere could have oeen. 

Q. Did any of the people who 

received it use it in performing their jOD duties? 

A. Yes. 

Q. Did tnose people who used it 

rely on the accuracy of this document in performing 
tneir 300 cflities? 

A. Yes. 

q. ° If you iooK at Page 2, Mr. 

Eckmar.n, you'll see an entry unaer accounts receivaole 

o 

trace, domestic, number 112005 . Do you seo that? 

A. Yes. 

<j. Can you tell me wnat tnat line 

O' 

item is designed to represent? 

A. It's the accounts receivaole 

from our domestic customers as o£ December 31st, 1984. 

Q. What is the next line item 

designed to represent, Prov. - discount - domestic? 

A. It's my unae r stanai nq tnat 

that's the unearned discount on that domestic accounts 


receivaol e. 

Q. 

discount? 

A. 


What do you mean Dy unearned 

o 

The portion as of 12-31-84 that 

o 


TANNENBAUM, KUCdENBROD 6 P ATELi 
Louisville, Kentucxy 40202 
( 502) 587-19 84 


B2 i i»137 


http ://legacy.library.ucsf.efliiiillidrlpi rl0ffiaS0flpdlw.industrydocuments.ucsf.edu/docs/qyxlOOO1 





CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


32 




2 -A 

I 

3 I 

4 

5 

6 

7 

8 | 
5 

10 
11 , 
12 
13 
1 4 

15 : 

16 1 
17 I 
18| 
15 
20 
21 
22 

23 

24 

25 

I 

i 


is not owable to the company. 

q. What aoes the entry Prov. rerer 

to on that line item? 


contex 




A. 

Q. 

A. 

Qh 

A. 


What does tnat word mean? 
What does it mean in this 

Pr ov isi on. 

What does that mean? 

At Brown * Williamson that 


typically was synonymous with accrual. 

Q. Is there a negative Sign next to 

o 

one dollar amount under that line item because that's 

an onset to accounts Receivable? 

HR. Pa ILL I PS : Objection to 
O' 

torn. 

A. Yes. 

0. Can you tell me what the line 

item claims under other receivables is designed to 
represent, tne tourtn line down, nunrber 1 12530? 

A. Amounts receivable by the 

company 12-31-84 from claims of various sorts. 


cl aims. 


Q. 

A. 

Q. 


What kinds of claims?^ 

Excise tax refunds, carrier 

Under what circumstances would 
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I 

2 ><? > 

3 

4 

5 

6 

7 

8 

i 

I 

9 ; 

I 

10 i 

11 i 

12 

13 ! 

14 

15 

16 | 

17 ; 

i 

1 O 

19 

20 | 
21 | 

22 i 

! 

23 j 

! 

25 


Brown k Williamson be entitled to excise tax reiunus 
in 1 984? 

A. Returned goods that were 

destroy ea. 

q. Goods returned from customers? 

A. ¥es. 

O' 

q. Do you see the line item 

underneath ,£hat, contingent funds? Can you tell me 
what that line item is designed to represent? 

A. ° Outstanding advances to 

employees, principally the sales force. 

o 

q. The next i lne, ar aw bacx of duty 

in suspension. Can yod tell me what that line i tam is 
designed to represent? 

A. ISie Estimated duty refund tiiat 

had not yet Deen claimed related to overseas 
shipments. ^ 

q. Shipments of Brown k Willi a* son 

cigarettes from the United States overseas? 

A. That's r igh t. 


Q. 


A £ ew lines down you see the 


entry sundry cash Individuals, others. Can ^y ou tell 
me what that line is designed to represent? 

A. I don't recall the detail 

that account. 
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1 ! Q. All right. It you go down under 

j 

2j> tne heading manufactured stocks on that page, you'll 
3 ! see the line item cigarettes. what is the number next 

4 j t£ that entry designed to reflect, the approximately 

5 29 million? 

6 ^ A. The inventory value at 12-31-84 

7 of our domestic cigarettes finished goods inventory. 

i 

8 | Qh Aie next line item onto the next 

i 

9. page, cigarettes - GGMV 


10 

A. 

0 

The inventory vaiue as of 

11 

12-31-84, tne 

cigarettes that we nave purcnased from 

0 

12 

other s. 


! 

13 

Q. 

#hat do the initials COM stand 

14 : 

ror, do you know? 

1 

1 

15 ! 

A. 

O' 

Goods other manufacture I 

16 

Del 1 ev e. 


17 ! 

Q. 

Under whabf ci rcumstances did 

18 i 

Brown * Williamson purchase goods from otner 

i 

19 

manuf act ur er s 

in 1 9 84? S 

20 


HR. PHILLIPS: You mean 

9 

21 

cigarettes from other manufacturers? 

22 


HR. CON DR EN : Cigarettes, yes, 

23 

just limit it 

to cigarettes. 

24 

A. 

I don’t recall the commercial 

25 

arrangements. 



<s* 
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I 

i! 

i 

2 ^ 

I 

I 

3 I 

4 

5 

6 

7 

8 
9 


35 

q. Were generic cigarettes at ail 

involved in tnat? 

A. I don* t believe so. 

O q. Ail right. If you go down a few 

lines, you will see the entry inventory overhead. Can 

you tell me what that line item is aesigned to 
O' 

repr ese nt ? 

The estimated Inventory value of 
overhead attributable to the finished goods or. nana at 


10 

year end. 0 



11 

Q. 

Federal excise 

tax manur act ur ea 

12 

0 

goods, the line item 

under that? What is reported 

13 

under tnat line item? 

O 


1 4 

A. 

It's my unde r s 

tanai ng th at 

15 

that's the amount oi 

excisi* tax paid 

on 9000 s that 

15 

were m our inventory 

or. 1 2-31-84 . 


17 

Q* 

LIFO reserve excise tax. the 

1 a 

line it era unuer that. 

can you tell me what tnat 

IS 

approximately $13 million entry is signed to 

i 

20 

refiect? 



i 

21 

A. 

As Of 12-31-84 

9 

the reduction of 

22 

the FIFO value on the 

1 ine above to 

a LIFO crisis. 

23 

Q. 

The next line 

item, freight and 

24 

charges unsold goods, 

domestic? 


25 

A. 

The estimated 

freight costa 
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1 | 

2J> 

3 

4 

5 

6 

7 

8 

9 i 

io ! 

i 

j 

li : 


13 ' 

1C 

I 

15 | 

16 1 

17 ! 
13 

1 9 

20 

21 

22 

23 

24 

25 


associated with the finished gooas in inventory at 
12 - 31 - 64 . 

Q. These are goods that nave not 

y'fct been sent t rom the manufacturing facility? 

A. Ho. They would be goods that 

have b«j?n sent from the manufacturing facility that 
would be located at a warehouse is my understanding. 

CJ1 I see. But tney have not yet 


gone to tne customer? 

A. ° 

0 . 


12 well in FC«I ? 


That's my understanding. 

Are these expenses captured as 

ftR. PtilLLIPS: In tne freioht 


anu goods -- the rreight and charges, ur.solo gooas 

O' 

domestic? 

HR. CON UR EH: Yes. 

A. They woulusoe chargee as expense 

when the related goods are sola. 

Q. 

tnat point? 

A. Can you tell me whicn FC&I 

account you are referring to? There are tn^,ee or 
four. Some are liabilities, some are assets, et 
cetera. ® 


They would do "charged to FC&I at 

P 


Q. 


The PCfcl expense that goes into 
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1 : 

J 


the calculation of variable margin tor particular 
brands and styles of cigarettes? 

A. Yes, that's right. 

° q. These expenses are incorporated 

into that, the expenses that appear on the line item 
freight^and charges, unsold goods, domestic? 


7 

A. 

When the goods are sold, they 

i 

8 i 

tnen appears as an 

expense in that category. 

9 ! 

Q. 

They appear on the cost sneets 

10 

at that time? 0 


11 

A. 

Yes, when the goods are sola, 
o 

12 

0 * 

Do you unaerstana what I mean oy 

13 

the cost saeets. 

Mr. E^kmann? 

1 4 

A. 

Ye s. 

O' 

15 

Q. 

We'll get to those. 

16 

A. 

Okay . 

17 

Q. 

The line iftem accumulated LIFO, 

18 

Adj . other below 

that, approximately $21 million entry? 

19 

Do you know what 

that line item is designed to 

20 

1 

represent? 

j 


21 

A. 

That's the adjustment in 1 984 to 

22 

go to the natural 

business unit methoo of accounting 

23 

l for LIFO. 

1 


24 

1 

j Q. 

Can you describe tor me briefly 

25 

what that change 

to the N3U involved if such a tninq 
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3 e 


l 

2* 

3 

4 

5 

6 
7 


6 


9 

10 

11 

12 

13 

14 

15 

16 
17 ; 

1 6 ' 

! 

19 ! 

20 
21 
22 

23 

24 

25 


can be done briefly? 

A. I will try to explain it 

briefly. In making tnac change we created mainly one 
lQrge pool for our LIFO inventories and induced some 
additional elements of inventory under tne LIFO 


method. 




UFO? 


LIFO. 


Q. 

o 

A. 

Q. 


That had not previously been on 


That nad not previously been on 


If you will 1 oox down under tne 

o 

column leaf tobacco, you will see under tne third line 
item the entry green l-'jeaf, and you will have a zero 
dollar amount tor that for 1984? Are these year to 
date rigures that appear t'fcrougnout here, dr. Eckmann, 
for the Decenoer 1 934 Consolidated Trial Balance? 

A. For balanj^e sheet type accounts 

sucn as tnis one if s a -- as of that point in time 
really a life to date as opposed to®year tc date. 

Q. That's true witn respect to the 

balance sheet section of the Consolidated Trial 
Balance? 

v 

A. Yes. 

Q. It's not true with respect to 

tne income statement section of tne Consol iua tea Trial 
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l| Balance; is tnat right? 

A. That 1 e right. 

3 q. If you will look at Willingham 

4 E&hibit 5 8 for a moment, Mr. Eckmann, have you seen 

5 this document before as part of your job duties as 

6 controller of general accounting, assistant 

7 controller? 

8 l o MR. PHILLIPS: Objection. He's 

g ! not assistant controller of general accounting as he 

I 

10 ; sits here today'. 

11 HR. CON OR EN : I understand that. 

! o 

12 HR. PHILLIPS: Okay. 

13 A. "Tor the record, my title was 

14 ]usc assistant controller. 

O' 

15 Q. Right. I refer to assistant 

I 

16 controller of general accounting as opposed to the 

I 

17 j position I understand Mr. Tuckee had at some point, 
lb which was assistant controller witn duties of 

IS' supervising budget and cost, so }U30 out of hault 1 

20 say assistant controller of general accounting, so I 

P- 

21 apologise foe that. 

22i A. I believe I would nave seen this 

! v 

23 document before. Again I have no way of telling 

24 whether this is a document I have seen before ot not. 

25 I need to correct myselr. I 
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1 

Wv 

1 i 

I 

I 

2 ^ 


3 

4 

5 

6 

7 

8 

I 

s 

1C 

11 

12 

13 1 

14 

i 

15; 
16 

! 

17 i 

i q i 

I 

1 9 
20 ' 
21 
22 

23 

24 

25 


didn't Iook at tne date. That would have been after I 
left that position. I'm sorry. 

Q. Okay. 

° (Off the record discussion.) 

MR. CONDREN; Let's mark as 

Ecitmann Exnibi t 1 the July 1 985 Consolidated Trial 

O' 

Balance for Brown & Williamson Tobacco Corporation, 
document nutaoers 166298 through 166319. 

(Whereupon, Eckmann Exhibit 1 was marked lor 
iae nt i c f ica tion.) 

0. Would you just inspect that for 

o 

a moment, Mr. Eckmann and Mr. Pniliips? 

’SOit the record discussion.) 

0 . 

for me, Mr. Eckmann? 

A. it's Brown a Williamson 

Consolidated Trial Balance as of^July 31st, 1 985 . 

Q. Can you describe for me briefly 

the process by which this document W*as generated? 

A. It would have been generated by 

the supervisor of general accounts and voucher audit. 

Q. bo you know who that person was 

at the time this document was generated? 

A. Yes. ® 

Q. Who was that? 


Can you identify this document 
O' 
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2 

3 

4 

5 

6 

7 ! 
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a 

I 

9 ! 
1 0 

i 

11 

12 

13 ; 

14 

15 , 

16 

i 

17 ! 

i 

19 

20 ' 
21 
22 

23 

24 

25 


A. Hi ke Evans. 

Q. Did Mr. Evans work for you at 

the time this document was generated? 

& A. yes. 

Q. All right. Go anead. 

A. That position would have 

iS' 

prepared it from -- using a computer program 

suaunariz ing^i nf ormati on from the company's general 

ledger as of July 31st, 1905. 

Q. ° Similar to the manner that was 

used for the preparation of the Decemoer 1934 

o 

Consolidated Trial balance tnat you nave discussed 
previously? 

A. Similar to. Out we haa different 

software in place at the ti^ie. 

Q. That's what accounts for the 

different format between tne two^documents, Klein 2 

/ 

ana Ecttraann 1? 

A. Yes. 9 

Q. If you will look on Page 3 of 

P- 

Eckmann 1, you will see aoout halfway down the page 
under the column leaf tobacco an entry for g^een leaf. 
Can you tell me what that line item is designed to 
represent? 


e> 


A. 


X don't believe I can give you 
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l ! 
* ' 

1 

2 ^> 

i 

3 

4 

5 

6 
7 
a 

I 

9 1 
10 
11 

I 

12 

13 

14 , 

I 

15 

16 

i 

17 ' 

i 

16: 

i 

19 1 

20 
21 
22 

23 

24 


25 


an accurate description. It was an area I didn't 
really have firstnand responsibility for. 

Q. Do you know who did have 

firsthand responsibility for that area as of the time 
this document was generated? 

A. The accountants and the Export 

Leaf Tobacco division. 


& 

Brown i Williamson? 

A. ° 

Q. 

o 

A. 


Export Leaf is a division of 

That's my understanding. 

It's not a subsidiary? 

I'm not tne appropriate person 


to give tne answer. It's ray understanding i t's a 

division. Dut I could be wrong. 

O' 

Q. Can you explain to me why on tne 

July 31st, 1965, Consolidated Trial Balance unoer tne 
last year column there is an entry for green leaf of 
approximately 55.7 million, while on tne December 19 64 
Consolidated Trial Balance there ls 5 an entry of zero 

dollars for green leaf? You might want to look bacx 

P 

at 

A. I remember it being z^ro. I 

can't answer with certainty, but I assume it's due to 
the timing of the tobacco markets. ® 

Q, Can you explain to me wnat you 
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2 A 

3 

4 

5 

6 

i 

7 1 

i 

8 ! 

I 

9 

10 

i 

11 

12 

13 ; 

14 ! 



16 
17 ! 
1 6 

19 

20 j 

21 j 

I 

22 ! 

23 j 

i 

24 ' 

| 

25 


mean by the timing of the tobacco marKets? 

A. To oa c co Is only purchased and in 

an unprocessed state by ELT, Export Leaf Todscco Group, 
ascertain times of the year, and after it's 
processed, it's no longer in the green leaf category 
as I understand it. 

q. And that would account for the 

zero entry x on Klein 2 under green leaf; is that what 
you are saying? 

A. ° I'm saying that’s a possibility. 

q. If that were the case, however, 

o 

do you know why tnere would be an entry of $5.7 
mill ion for last year on the July 31st, 1 985? Does 
tnat mean that as of July 31st there was $5.7 million? 

mr. Phillips ; July 31st. i9a4? 
MR, CON DR EN ; '5. 


iast year. 

Q. 


MR. Ph ILL 1^5 : You're looking at 
I'm sorry, 1 84 s . Let me start 


again. 


Does the entry or 


$5.7 


million 


under the last year column on Eckmann l tor^green leaf 
mean that tnere was $5.7 million of green leaf as of 
that time? ® 


A. That time being July 31st, 1 984? 
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1 

3 

4 

5 

6 
7 

s: 

i 

i 

9 ; 

10 

11 

i 

12 ' 

13 I 

i 

14 ; 

is; 
16 1 

17 i 

1 8 | 

19 | 

20 
21 
22 

23 

24 

25 


Q. July 31st, 1 984? 

A. That would d« my understanding 

ot what that means. 

& Q. Do you know why then on the 

Consolidated Trial balance for December 31st, 1 985 , 
there would be a last year entry lor green leaf of 

O' 

approximately $34 million? That’s in Willingham 58, 

Pa ge 3 . s 

A. Could you asr me that question 

again? ° 

Q. Can you explain to me why there 

o 

is a $34 million entry for last year on the Decemoer 
1985 Consolidated Tria-i Balance for green ieaf, while 
on tne December 19 84 Consol xaa tec Trial Balance, which 
is Klein Exhibit 2, there Ts an entry or zero for 
green leaf? 

A. Yes. Whe^> Klein 2 was prepared, 

the accounts related to Export Leaf Tcoacco were 
carried in a separate trial balance? At tne time tnat 
Willingham 58 was prepared those accounts were 
combined into a single trial balance. 

q. And the last year figure on 

Willingham 58 for green leaf incluoes those export 


accounts? 


o 


A. 


That’s right. 
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Q. And Klein 2 does not include 

those tor green leaf? 

A. That* s right. 

° Q. That explains it. 

If you will look down -- looking 
oack at^Klein 2, Mr. Eckraann, Page 3 — I know we have 
a lot of paper on the table. I'll give you a moment 
to collect ithem all. 

Let me just clarify something. 
Hr. Ecwnann. iSi 1 984 were there separate Consolidated 

Trial Balances prepared for Export Leaf, separate r rom 

o 

Klein 2? 

A. T am not sure what their 

description was. They had a document similar to the 

O’ 

Brown it Williamson Consolidated Trial Balance during 
1984, a separate document. 

MR. CONDRE8I; Do you know 
wnether those accuments have been produced. Will? 

MR. PR ILL I PS : 5 I have no idea. 
MR. CONDREN: I'd 1 ike to 
request production of them it they haven't been. 

MR. PHILLIPS: Okay. ^’11 take 

it under advisement. 

THE WITNESS: Could we tatfte a 
break in 10 or 15 minutes? 
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MR. CQNDREN : Sure. 

HR. PHILLIPS: Could we take a 


break, sooner than that? 

° HR. CON DR EH: Off the recora. 

(Off the record discussion.) 

Q. If you will look down under the 

leaf tobacco column on Page 3 of Klein 2, Hr. Eckmann. 
you will sa;£ an entry — two lines under green leaf? 
freight and charges domestic leaf. Can you tell me 
wnac kinds or exoenses that line item is designed to 


captur e? 


In my position I really did not 


get directly involved In that account, and I would oe 

unsure ot any answer I would give. 

ry 

q. Do you know whether any of tnese 

expenses are at any point captured in FCai that is 

used to calculate variable marqicn for particular 

oranas and styles of cigarettes? 

HR. Pti ILLIPS : 5 Ar e any of tne 

expenses which are reflected in account 114515 

P- 

reflected in the calculation of -- 

Q. FC ill r tnat is used to^calculate 

variable margin as it appears on the cost sheets for 
particular branas and styles of generic cigarettes? 

A. It's my understanding that this 
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would be included in calculating variable margin, but 
not in the category you’re describing, but I don't say 
tnat with absolute certainty. 

° Q. Under what category or cost do 

you believe it would be captured for the purposes ot 
determining variable margin? 

A. It's ay understanding it would 

be inciudecSin combined factory variable manuf securing 
co st s. 

Q. ° Would it -- 

A. Again, that wasn’t my area of 

o 

responsibility, and I could De inaccurate. 

Q. <l' lit just asking for your 

understanding. Hr. EcK.nar.n. I appreciate your 
quaiit ica ti ons, your qualifying your answer. 

Is it your understanding tnat 
these types or expenses would be^, captured under leaf 
cost for the purposes of determining variable margin? 


A. 

Q. 


Tnat's my understanding. 


Is the same true with respect tc 

$> 

freight and charges PJS and freight and charges ART, 
the two line items at the bottom of that page? 

A. I really nave no awareness of 

the treatment of those. ® 

Q. All right. If you turn to the 
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next page, you will see a line item duty on Turkish 
leaf, fourth line down. Can you tell me what that 
line item is designed to represent? 

A. I really don’t nave a detailed 

understanding of that account. 

^ Q. Do you have a general 

understanaing of that account? 

PR Not really. Only as I would 

reaa tne description just as you would. 

Q. Do you see the line item duty on 

consignment leaf, and the one following that other 

o 

charges on consignment ieai. Hr. Ecxmann? What is 
consignment leaf as it^s referenced on these two line 
i terns? 

O' 

A. I* to not familiar with tne 

consignment leaf arrangements. 

Q. Do you know that Brown & 

Williamson entered into consignment leaf arrangements 

in 1 984? 5 

A. I have no awareness of that. 

$> 

Q. Do you see tne line item 

accumulated LIFO adjustment leaf that appeals below 
the two line items we have just been discussing? Car. 
you tell me what that line item is designed to ® 
repr esent? 
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A. It's my understanding that tnat 

represents the adjustment o£ inventories r rom -- or to 
a LIFO basis. 

° Q. Is that the leaf LIFO adjustment 

that we have discussed previously? 

MR. PHILLIPS: Objection. 

O' 

A. They are related. 

qk How are they related? 

A. They doth involve moving to the 

LIfu oasis of accounting. 

Q. If you will look under tne 

o 

column operating supplies on that page, tne last line 
item under that coiuinn?you will see an entry 
accumulated LIFO adjustment, wrapping, casing and 

O' 

filters. Can you tell me wnac that line item is 

uesignea to represent? 

A. The amountp necessary to bring 

the boon value for wrappng, casing and filter material 

to a LIFO oasis as of 12-31-84. 5 

Q. Is that similar to the 

P- 

accumulated LIFO adjustment for leaf that appears on 
this page that we have just discussed? ^ 

MR. PHILLIPS: Objection. 

A. There is some similarity.® 


Q. 


What’s the difrerence aside from 
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the fact that we're talking about different raw 
mater i al s? 

A. I really don't know all of the 

differ ences. 

Q. If you turn to the next page, 

Mr, Ecxmann, you'll see an entry deferred modification 
charges. It appears ac>out a third of the way down the 
page. Do y^ou see tnat? 

HR. PHILLIPS: 116 0 43? 

Q. ° Yes. Do you know what that line 

item is oesiqned to represent? 

o 

A. I uon't recall at this time. I 

dia know at one time, •Out I oo not recall what thr¬ 
oe tail is. 

Q. If you turn to Page 6, carrying 

over to Page 7, you'll see under the category plant 
equipment onto the next page entries for Petersourg 
and Macon. Do you know wnetner that represents 
manufacturing equipment at those facilities? 

MR. PHILLIPS: Exclusively or m 


Either one? 


any part? 

Q. 

Y' 

A. Manufacturing equipment would 

have been included in there. o 

(j. Were there other types of 
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equipment aside from manufacturing equipment that are 
included in that? 

A. I don't have a detailed 

uifcierstanding of the fixed asset area. 

q. Does Mr. HcMakin have an 

understanding or the fixed assets area? 

A. Yes. 

q® If you turn to Page 9, Mr. 

Eckmanr.. you will see two entries. One is patentee 
hogsheads - neatls, ana the other is patentee 

hogsheads - sides. What are those line items designed 

o 

to represent? 

A. 

account s. 

0. 

A. 

t ooa cco. 

0. 


p don't know tne detail on those 

O' 

What ere hogsheaus? 

It's a container that holds 


It holds tobacco for storage. 

If you will look at Page 10, Mr 


Does it hoid tobacco in the 
process of that tooacco being aged? ® 

A. 

Q. 

Eckmann, you will see a column entitled accumulated 
depreciation and amortized interest. 

A. Yes. 9 

q. Do you Del lev e that Mr. McMakin 
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would have an understanding as to the details of the 
line item appearing under that column? 

A. I oelieve so. That's his area 

o 

of job responsibility. 

Q. What was Mr. McManin's position, 

or whatr>were his positions in 1 984 and 1985 with Brown 
& Williamson? 

I believe his title during that 

entire time was supervisor of urea assets. 

o 

Q. If you turn to Pages 11 ano 12, 

you will see under the headinq accrueo expenses all of 

o 

tne line items beneath that beginning with the term 

Prov, is the term Pro^. as it's used under this 

column synonymous with accrued? 

O' 

A. Yes. 

Q. If you will look at the next 

page, you will see various entries pertaining to 

generic rebates, Deginning witn the 8th line down, tne 

8tn, 9tn and 10th lines, numbers 21 203 9, 0 40 and 041. 

Do the numbers that appear next to those line items 

O 

represent accruals as of December 31st, 1984, for 
those generic reoates that are referenced o# those 
lines? 


A. 

Q. 


Ye 9. 


e 


The line beneatn that, display 
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contracts, does that re:er to contracts entered into 
with respect to Brown & Williamson's branded 
ciga rettes? 

o A. Yes. 

Q. It has no relevance to generics; 


is that correct? 

O' 


can answer. 


HR. PHILLIPS: Objection. You 


I really don't know the answer 


<? 

A. 

to tnat question. 

Q. The next line item freight, 

o 

cartage and insurance domestic, can you tell me wnat 

tnat line item is designed to represent? 

A. It's the estimated liaoility tor 

unpaiu freight bills primarily as of 12-31-84. 

U. This relates to product that has 

already been snipped to the customer; is that correct? 

A. Not necessarily. It could also 

relate to shipments from the factory to the warehouse. 

Q. It you will look at Page 13, you 

will see an entry ten lines down, loan tPo Export Leaf 

Tobacco Company of approximately $83 million. Do you 

d 

know what that line item is designed to represent? 


A. 


No, I don't have a clear 


c» 


understanding of that line. 
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Q, If you will turn to Page 17, is 

this where the income statement portion of tne 
Consolidated Trial Balance commences? 

° A. Yes. 

q. Are the figures that appear on 

tne Consolidated Trial Balance m this section 
designed to match up with the consolidateu income 
statement that's prepared by Brown & Williamson for 


tnat particular month? 

c- 


Decembec 1 984? 


A. 


MR. PBILL.IPS; For the month or 

MR. CON DR Bit : Yes. 

’These numbers woula compare to 


year to date figures in an income statement. 

O' 

Q. Rxgnt. Not the rigures tor 

December only, out the year to date section of the 
consolidated income statement? 

A. I'm not exactly sure what you 

are referring to when you say consoJpida ted income 
sta tement. 

P 

q. Are you familiar witn a document 

that's generated by Brown & Williamson ever^ month 
called the consolidated income statement, or was 
generated in 1 984 and ‘85? ® 

A. 


We obviously generated an income 
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statement. I don't recall wnat we called it. 

Q. The income statement tnat you 

recall generating, are the figures that appear year to 

o 

date on that income statement designed to match up 
with the year to date figures that appear on the 
income ^£ta tement section of the Consol Ida tea Trial 
Balance for December *84? 

«. Ye s. 

Q. If you will Iook at the entry 

o 

under gross paid sales domestic cigarettes, you will 

see a figure of 67,987,320. What is that figure 

o 

dosiqnea to represent? 

A. "^That's the number of thousand 

cigarettes solo to domestic customers. 

O' 


U. 

A. 

Q. 

is tnat correct? 
A. 

Q. 


For the year 1 9 84? 

Yes, 1 9 84 . 

Incl udi ngt-cbr anas and generics; 

Yes. 5 


It you look under tne line item 
specific brand expenses domestic, the first entry 
under that, advertising media. Do you xnow^whether 
that line item is designed to capture new product 
development expenses incurred in 1984 with respect to 
Brown & Williamson cigarettes? 
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A. I don't recall where new product 

development expenses are included in the income 
statement, which category they are in, 
c * Q. Are they intended to be includeo 

somewhere on the income statement? 

A. Yes. 


All new product development 


expenses? is 


A. I believe bo. 

MR. CQNDREW: Oil the record. 

(Off the record discussion.) 

o 

Q. Ic you will turn to Page 22, Mr, 

Eckm&nn -- is Page 21 -first of all where the income 
statement section of tne Consolidated Trial Balance 


ends ? 


A. Yes. 

Q. What is thd£ section that begins 

on Page 2 2 uesigned to oo? 

A. It's a clearing accounts section 

provided for inrormation purposes only. All of these 

P- 

accounts are included elsewhere up in the first two 

sections of tne Consolidated Trial Balance. . 

v 

Q. If you will look on Page 22 

under the column depreciation, rents, et ceterap you 
wili see a total dollar amount for depreciation. 
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rents, et cetera, distributed of approximately $45.6 


million. 


Can you tell me why that amount 


iff different from the amount that appears next to the 
line item depreciation, rents, et cetera, on Page 19 
in the i^ncorae statement section? 

A. That portion of depreciation, 

rents, et cetera, is charged to categories other than 


COC manufacturing. 


In other words, approximately 


$13-1/2 million of the $45 million would be charged to 

o 

an account other than COC manufacturing in the income 


statement ? 


MR. PHILLIPS: Objection. 


Yes. 


Can you teii me wnat account or 


accounts that additional 13 pi us^rcil 1 ion dollars was 


attriouted to? 


Not from meraor?, no. 


Q. If you will loo* at freight, 

$> 

cartage and insurance finished goods domestic as it 
appears beginning on Page 22 carrying over tg page 23, 
you will see a figure of approximately $22.8 million 
under the freight distributed line item. «» 

Can you tall me why that amount 
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or 22.8 million is different from the freight, cartage 
and insurance figure that appears on Page 17 in the 


income statement? 


I believe the difference would 


relate to the amount assigned to inventory, but I 
would h^ve to checx that to oe sure. 

q. Can you explain to me how the 

amount assigned to inventory would create a 
ciscrepancy between tnose two figures? 

A. The amounts on Page 23 are 

coming out of clearing accounts, and the expense 

o 

tnat's assignee on Page 17 relates to just goods sold, 

whereas the amounts co'feinq out of the clearing account 

relate to gooas that aren't necessarily sold. 

O' 

0. If you will Iook at tne line 

items under rreight, cartage and insurance on Pages 22 
and 23, are these the component e> of FC&I as it's 
calculated for the purposes of determining variaDie 
margin of particular brands and styles of cigarettes 


on the cost sheets? 


HR. PHILLIPS: Can you give me 


the question bacx? 


(The reporter read the recoro.) 
MR. PHILLIPS: All of the® 


components or some of the components? 
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MR.. COM DR EM : Both. 

MR. PHILLIPS: Take one at a 

time. 

° Q. Are ail or these components 

included in the calculation of variaDle margin of 
particular brands and styles of cigarettes on the cost 
sheets? 


8; 
9 j 
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10 : 
11 
12 
13 
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A® I really can't say without -- 

with certainty without locking at the calculation. 

q. ° Are you aware or any other 

components of FC&I as it appears on tne cost sheets 

o 

that are not mcluaec under this column on the 

Consolidated Trial Balance? 

A. 1'm not aware or any. 

O' 

Q. If you wili look at Page 25, you 

will see under the overheads manufacturing column a 

line item freignt and transportation charges. Can you 

tell me what kinds or i r ei gn t and transportation 

charges are collected under this heading overheads 

manufacturing on the Consolidated Trial Balance? 

9 

A. I don't know. I'm not familiar 

with that account. ^ 

q. That account referring to 

overneads manufacturing in general, or that particular 
line item? 

o 

TAHNEMBAUM, KUCH BN3 ROD b PATEN 
Louisville, Kentucky 40202 
( 502) 587-1984 

B 24 19215 


http ://legacy.library.ucsf.efliiiillidrlpi rl0ffiaS0flpdlw.industrydocuments.ucsf.edu/docs/qyxlOOO1 





CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


ther e. 


bifeak. 


That particular line item witnin 


MR. CON DR LN : Let's take a 


(A br eat was taken.) 

If you will turn to Eckmann 1 


Mr. Eckmann, on Page 8, the July 1 985 Consolidated 
Trial Balance, Page 8, you will see the 11 tn line 
down, and the 12tn line down, Prov. treignt, cartage 
and insurance -"'ELT, and tne line item under that 

Prov. - EL T buy ing/pr oce S3i ng costs? 

o 


you on? 


HR. PHILLIPS: What accounts are 


MR. CON DREW: 42 0 and 412. 




ILL I PS : Okay 


Q. It you will look first at 420. 

Mr. Ecxraann, can you tell me wnaf. expenses that line 

item is designed to reflect? 

A. Both of those Accounts were 

managed by someone outslae of my area, and I really 

P 

don't have a good under atanai ng of what's in there. 

q. Do you know w,ho those ^accounts 

were managed by in 1984 and 1985? 

A. Hugh Ingram would have be«n the 

manager in charge of the area. 


TAN MEN BAUM, KUCHEMBROD & PATEN 
Louisville, Kentucky 40202 
( 502) 587-1984 


E 24 19216 


http://legacy.library.ucsf. efliiriMtipi rtiffiafl0itptttfw.industrydocuments.ucsf.edu/docs/qyxlOOO1 





CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


<<V 


1 

2A 

3 

4 

5 

6 
7 
6 

9 : 
10 
n; 
12 

13 

14 

i 

15 

16 
17 
ltt 

20 ! 

21 I 

22 

23 j 

24 1 

! 

25 ! 


61 


Q. tie was tne controller ct Export 

Leaf during that time period? 

A. Yes. 

Q. Would these two line items 

appear in the 1 984 document prepared by Export Leaf 

similar,, to the Consolidated Trial Balance that was 

O' 

prepared by Brown a Williamson in 1 984? 

O MR. PHILLIPS: Objection to 

form. 

A. ° Yes, I assume they would have. 

q. It you will turn to Page 17 of 

o 

Klein 2 and Page 12 ct Wiinngnam 5 8, Mr. Eckraann -- 

*hR. PHILLIPS: Page what, 2? 

MR. CON DR Eli: Of which? 

mr. Phillips ; wiiiingnam 5 6. 

Q. Page 1 2 or wil lingo am 5 b ana 

Page 17 of Klein 2. On Klein 2 ^ycu will 3ee a LIFO 
leaf expense under variable costs domestic or 
approximately $8.1 million for 1 984 ? ana on Will mail aw 
56 under LIFO leaf domestic towards the bottom of the 
page you wili see a last year figure of 
approximately $9.5 million. Can you tell mg, what tnat 
discrepancy is attributable 'to, Mr. Ecxmann? 

A. I can't recall. At the tJPme tne 

numbers were loaded into the new software package 
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tnere w as detailed r econcilliati on, so I'm sure 
there's a record of it, but 1 don't recall the answer 

18 . 

( 

Q. The new software package, you're 

referring to the software package that was used to 
create $ ill ingham 58 and Eckmann 1, as opposed to the 
package that was used to create Klein 2; is tnat-wwhat 
you are referring to? 

A. The new sot tw are package a a well 

/** 

as combining the accounts of ELT. 

KR. PHILLIPS: Assuming botn of 

o 

tnese are tmai versions. 

1*R. CONDREN : Both ct tnes* 

meaning Klein 2 ana Willingham 5 8? 

O' 

i*LR. PHILLIPS: Yes. 

Q. If you will look on Page 13 of 

Willingham 5 8 and Page 3 of Kl c8n 2, you will see ior 
Willingham 5 8 an entry of approximately $1 ,6 32 million 
under UFO other, two-fifths of tn e % ay down the page 
under COC manufacturing costs. 

A. Okay. 

0. Can you tell me what 

expense of $1,632 million in 1 984 was designed to 
reflect? ® 

A. I don't know for certain. 
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Q. Do you know wnac the line item 

just below that on Willingham 5 8 , NBU LIFO - otner 
than leaf replacement is designed to reflect for 1984 
and 1985? 

A. I'm not familiar with that 

description. 

Q. Do you Know whether either or 

ootn of th<#se two line items have any relation to tne 

line item accumulated LIFu adjustment other on Klein 

Exhibit 3, the approximately $21 million entry? 

A. Well, they both do, but I don't 

o 

snow tne Distinction in breakinq tne two apart. 

0. 'bo you Know what they’re -- 

A. That occurred arter I left Brown 

O' 

t, w ill lam son, I believe, the splictinq ot tne two. 

Q, Do you Know what tne composite 

of the two is designea to reflect.? 

A. I think I explaineu that 

*» 

earlxer. 


Q. 


That's the switch to tne NBU 

P 


method of accounting? 

A. Yes. 4 , 

Q. But you don't know wnat the 

break out of 19.2 and 1.6 is designed to mean? ® 

A. I believe that occurred after 


I 


'j* 
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i; 

2 

3 

4 

5 

6 

7 

8 

i 

9 i 

i 
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i 

11 

i 
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13 j 
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left Brown & Williamson. 

Q. If you will loon at Page 13 of 

Willingham 58 and Page 19 of Klein 2, you will see 

G 

that on Klein 2 there is an entry for damaged and 
obsolete materials under common operating costs 
corporate?’ 

A. One second. 

® KR. PHILLIPS: You're saying on 


Klein 2? 


0 . 


On Klein 2 under common 


operating costs corporate there is a line item 

o 

damaged and obsolete materials. 

ft you will loon on Pages 13 anu 

14 or Willingham 5 6, you will see that on Page 14 

O' 

under common operating costs corporate tnere is no 
entry for damaqeu ana oosolete materials, but rather 
tnere is on Page 13 under commorfPope r ati ng costs 
manufacturing — I believe -- where did 1 see it -- 

HR. PHILLIPS: Under common 
operating costs raanur acturi ng. 

P- 

Q. Below that -- I'm sorry -- it's 

not under that heading, but it is Delow tnat> there is 
an entry for damaged and obsolete materials. 

Does the location of the cftraageu 
and obsolete materials line on Willingham 58 mean that 
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1 ; 

I 

3 


4 

5 

6 

7 

8 
8 

10 

11 

12 

13 

14 

15 ; 

16 

I 

17 

! 

l a 
is 
20 
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I 
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24 
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that account haa been taken out of common operating 

costs corporate by that time? 

MR. PHILLIPS: Are you asking 

whether these are the same accounts -- 

Q. Are they the same accounts? 

^ MR. PHILLIPS: -- 0 50 5 ana on 

vh 

Willingham 56, 561020? 

Q® Sure, that's the preliminary 

question, are they tne same accounts? 


A. 


O 


I believe this activity toon 


place after I left Brown a Williamson, but since tney 

o 

nave tne same name and amount one would guess so. 


Q. 


you know why, assuming tnat 


tney* re the same accounts, that account was tax.en out 
or COC corporate? 

A. Again I believe it happened 

after I left, anu I wouldn't know. 


Q. 


Weil, if you look at Cckmann 1, 


Page 13. whicn is the July 31st, 19bb, Consolidated 
Trial Balance, you will see that the damaged and 
obsolete materials account is located in the same 
place as it is on Willingnam 58. Does that £ ndi ca te 
to you that that change had been made prior to your 
leaving Brown & Williamson? ® 

A. It must have been. 
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Does that refresh your memory at 


all as to why tnat change was made? 


MR. CONDREN: Off the record. 


(Off the record discussion.) 

Q. Let me show you what has 

previously been marned as Wilson Exhibit 18, Hr. 

Eckmann. These are the cost sheets prepared by Brown 

a Williamson with respect to generic cigarettes for 

July 1 984 through and including December 1 985 . 

A. I ao remember the answer to tnat 

o 

other question now after thinking about it. 

Q. Wtiich question? 

A. Relative to why -- to tne 

O' 

different placement in Che consolidated income 
statement of COC of damaged and obsolete materials. 

Q. Okay. 

A. The change was really 

mechanicaily made when we put tne ne'Sr software in to 

suit our reporting requirements through our parent 

P 

company. It had always been included, reclassified 
into another category for that reporting, an^d by 
repositioning it in the income statement it avoided 
having to make manual reclassifications for that® 
reporting. 
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Z 

o 

5 

o 

H 
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1| Q. You ace referring to tne 

reporting that Brown & Williamson had to make to 

3 BATUS? 

4 ° A. Yes. 

5 Q. Under what account was it 

6 i reclassified in its reportma to BATUS by Brown k 

! O' 

7 | Williamson? 

8 j A. It's my recollection that it was 

! 

9 included in cost of sales in the reporting to BATUS. 


■W:.; 

u 

10 

U. ° 

And what kinds of expenses were 

•O' ■: 

H 

11 

aesiqned to oe included within the category cost or 

o 

ss 

12 

sales as it was reported to BATUS as you generaliv 

i 

13 

understand it? 

O 

W 

1 

14 

A. 

Really virtually everything that 

Si!? 

15 

isn't a seiling or 

aamml itc ati v e type cost. 

s 

E 

16 

Q. 

Okay. If you will, look at 

CT' 1 ■■■ 

Z 

w 

17 

Wilson Exhioit 18. 

Have you hajj, time to review that. 

M 

s 

z 

18 

Mr. Eckmann? 

No. ^ 

o 

u. 

13 

A. 


20 

Q. 

Can you identify all or any part 


21 

of Wiison 1 8 for me 

■P 

, Mr. Eckmann? 


22 

A. 

I believe these are w£at we 


23 

referred to as cost 

sheets at Brown k Williamson. 


24 

Q* 

What types of inf ormati onoa r e 


25 

contained in these 

cost sheets, Mr. Eckmann, 
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Ob 


1 
2 > 

3 

4 

5 

6 

j 

7 ; 

i 
i 

8 
9 

10 
11 
12 
13 ; 

1 4 

15 : 

16 j 

17 | 

1 8 j 

19 | 

20 
21 
22 

23 

24 

25 I 


generally? 

A. 1 would qualify all of ay 

answers in tais section in terms of while this -- tne 
supervisor who is responsible for preparing these 
reported to me, I have no detailed understanding of 
what's i^ncluded in the reports, not having seen them 
on very many occasions at all. 

Qfj Do you Know what position 


prepared those sneets? 


A. 


I bei ieve tne ti ti e was 


supervisor of premium and sales accounts. 

o 

Q. Tnat was someone wno worneu in 

general accounting? ^ 

A. Yes. 

O' 

Q. Do you Know what person or 

persons haa that position from July 1984 throuqh and 
including December 19b5? •? 

A. Cn n s Doiqnan would have Deer. 

, o 

the only person. 

Q. Hr. Deiqnsn would have detailed 

Knowledge as to how these sheets were prepared; is 
that correct? ^ 

A. Yes. 

q. Mr. Deignan worK for browi? & 

Williamson at the present time? 
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I believe he does. 


Does he hold the same position 


that he held in 1 984 and 1985? 

^ A. I'm not sur e. 

Q. If you will look at the column 

sales, ^irst looking at July 1 984, why don* t we turn 
to the second page where the generic figures begin? 

You may ha\H>e to flip back and forth because there are 
no headings on the second page. Can you tell me wnat 

O 

tne column sales and tne subneaaing quantity are 

designed to represent? 

o 

MR. PHILLIPS: Why don't we tur r, 
instead to September l’^9U4 wner e you have both figures 
ana neidincs? 

O' 

HR. CORDREN: For generics? 

MR. PHILLIPS: Right. 17 3186. 
MR. COR DR kft : Gooa idea. I want 
to go back to July *84 for other reasons, Dut for tms 
purpose we'll ao it on September 1 9§4 . 

A. Okay. 

P 

q. Can you tell roe what the column 

sales and subheading quantities with respec£ to 
generic cigarettes are designed to represent? 

A. Again without a detailed ® 

understanding of the source of the numbers, the 
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quantity I believe represents our sales quantities or 
generic cigarettes. 

Q. For the month of September 1964 


O 

in this case? 

A. 

u' Q* 

column under sales? 
/& 


Uh-huh. 

How aoout the amount of dollars 

It would represent tne sales 


value of the generic cigarettes sola by us in 

a 

September or 1 964 . 

Q. These are amounts oilled to 

o 

customers for these brands ana styles? 

A. I'hat's ay understanding. 

Q. Do you Know whetner tnese sales 

O' 

figures include military sales it tnece were any? 

A. I don 1 t Know . 

0. Vending saO.es? 

A. I don* t Know . 


Q. 


3 

How about the column excise tax? 


MR. PHILLIPS: Which? Tnece are 

9 

two columns underneath excise tax. 

Q. Right. I'a like his ^ 

understanding as to what both of those subcolumns, it 
you will, represent? 

A. 


«> 


The excise -- the dollars would 

'S' 
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be the excise tax paid on the units sold in tne month 

of September 1984, and the rate would be the dollars 

per thousand cigarettes sold. 

& q. Is the amount dollars for excise 

tax figure for any particular style derived by 

multiplying the rate times the sales quantity as it 

appears on this page? 

Ao I believe that's how the 

calculation works. I have not done it myself. 

q. ° Does the column coupon amount 

and tne subheadinqs under tnat have any relationship 

o 

to sales of generic cigarettes? 

A. P uon't believe so. 

q. Do you Know how the tiaures ror 

dollars and rate are derived unaer the heading 
variable manufacturing cost amount on the cost sheets? 

A. I believe .the rate per thousand 

cigarettes is a standard rate of variable 
manur actur inq cost. 

Q. 

comes f roca? 

A. I'm not familiar with ^ne 

details of the calculation. I believe the cost 
department determines that rate. ® 

q. Are those rates provioeo on 


Do you Know where that rate 

P 
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» 
j 
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Wilson 17? 

MR. PHILLIPS: I don't tnin* I 
understand your question. Do you want to Know if tne 
numbers are tne same, or i£ Wilson 17 is where the 
rates on Wilson 18 come from? 

^ MR. COM DR EM: The latter? 

MR. PHILLIPS: OKay. 

A* 1 I don't Know if tms i s tne 

source of tne rates for preparing the cost sheets. 


0 . 


Do you Know wnether the rates 


that appear on those two exmbits are designed to 

o 

match up with each otner for any particular cigarette 
at any particular tirne?^ 


A. 


No, I dor.' t Know because I 


don’t ever recall having seen tnac document oerore. 


Q. 


Deing Wilson 17 


Q. 


All right. 

MR. PHILLIPS: Tnat document 


MR. CON DR EN 


: Sight. 


Under the column LIPO, do you 
Know where the figures appearing under the subcolunn 
rate are derived on the cost sheets? 

MR. PHILLIPS: I thlhK you meant 
from what are they derived. ® 

MR. CON DR EM : What aid I say? 


& 
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derived. 


MR. PHILLIPS: Where tney are 


HR. CONOREN : From where are 


t£ey aerivea? 

MR. PHILLIPS: Doesn't matter. 

„ A. I don't know what the 

O' 

calculation is to determine that rate. 

qj. Is this an expense that goes 

into tne calculation of variable margin for generic 

o 

cigarettes? 

A. Based on my review of this 

o 

document it would appear so. 

Q. *t>o you know what type of expense 

this column is designed to reflect? 

O' 

A. wot specifically witn respect tc 

generics. I would say with respect to the cost sneets 
to oring tne rate in vanaole manufacturing costs up 
to a LIFO Da sis rate. 

Q. Does it inclu3e a LIFO 

adjustment for leaf? 

A. I Delieve it does, yes. 

Q. Does it include a L1F^> 

aajustment for the other materials that go into the 
cigarette aside from leaf? ® 

A. I can't say for certain. 
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Q. Do you know where the figures, 

the rate and dollar figures that appear under the FC&I 

r 

column are derived from on the cost sheets? 

O 

A. Which department or — 

Q, The process by which they are 

incorporated into the cost sheets? Are you familiar 
with that? 

A® In general terras, yes. 

0- Can you describe to me what your 

o 

general understanding is? 


A. 


My general understanding is tnat 


based on historical cost inrormation per pound of 

sniptuent and estimates of future cost that a rate per 

pound is calculated and applied to weights of 

O' 

particular styles to come up with a rate. 

Q. Do you know who did that 

calculation in 1 984 and 1 965? 

A. I believe that the calculation 

is started by tne supervisor of premium and sales 
accounts. 

Q. Excuse me. That was Mr. 

0 

A. Yes. 

q. All right. 9 

A. I'm not totally certain if he 


Deignan? 
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actually comes up with these individual rates or 
whether the budget department comes up with those 

individual rates based on information from him. 

G 

Q. Would Mr. Deignan be able to 

explain to me how these rates were derived? 




A. Yes. 

Q. Are the rates allocated to 

pa r ti cul ar <fetv les of cigarettes basea on the weight of 


those ciqarettes? 

o 

A. 

Q. 

that's useu? 


Yes. 


Is that tne only enter tan 


■tlR. PHILLIPS: Objection t< 


r or ra. 


A. 


As fat as I know, that’s the 
distinguishing factor among the styles. 

Q. Do you know how the dollar 

amounts under vanaoie margin column on tne cost 
sneets are derived? 

A. Based on review of tnis form I 

P 

would say it's a cross footing of the dollar amounts 
in each or tne categories. ^ 

Q. In other words, the costs are 

added up and subtracted from the sales revenue?® 

A. Yes. 




TANNEHBAUM, KU CHEN 3 ROD k PATLN 
Louisville. Kentucky 40202 
( 50 2) 5 87-19 84 


E2.I_JL93.31 


http ://legacy.library.ucsf.efluillidtlpi rl0ffiaS0flpdlw.industrydocuments.ucsf.edu/docs/qyxlOOO1 





CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


76 




1 | 
2A 

3 

4 

5 

6 

I 

7 ; 

I 

8 | 

i 

9 ! 

i 

10 

11 

12 

13 

14 

15 

16 

17 I 

18 

19 

20 
21 
22 

23 

24 

25 


Q. Are you familiar witn a 

cigarette that was manufactured by Brown & Williamson 

that was Known by the term Ovals, O-v-a-l-s? 

O 

A, I have heard of Ovals. 

Q. Do you know when Brown k 

Williamson began selling those cigarettes? 

A. No. 

tj. Do you know whether tney are 

reflected under any of the styles on the September 

ri 

1984 cost sheet, that is, branded, blendea, filter or 
filter SU? 

o 

A. wo. If tney would oe include a, 

I don't Know wnicn of ^hc categories tney would be 
inciudeo in. 

O' 

0. Wnen you were assistant 

controller, Mr. EcKmann, aid you receive tne cost 

sneets on a monthly basis? 

A. No. I received a one page 

summary of the cost sheets, which just had tne totals. 

Q. To whom were the cost sheets 

P- 

distributed on a monthly basis from 1 964 and 1985 at 
Brown k Williamson? ^ 

A. I don't know. I don't Know. 

Q, If you will looK at the A^ril 

1 985 cost sheet, which begins witn document number 
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173198 ana goes through 173204, you wili see a column 
designated SUI revaluation. Do you know what the 

column SUI revaluation is designed to reflect? 

O 

A. I believe that it represents the 

charging to expense of the excess amount over the rate 
for variable manufacturing costs that the 
inventory of generic products going into April 
carried. 5 

Q. Do you know why tnere was an 

o 

excess charge carried for generics as of April 1985 in 
adaition to the variable manufacturing cost figures? 


form. 


;i R. PHILLIPS: Oo} action as to 
<> 


A. I probably used an unfortunate 

O' 

word. I don't think it really was an excess cost. I 
believe that's about the time that we switcnea blenas 
and starting making them at a ld&er cost, so the 
inventory on nand had tne old blend at a hianer cost, 
and this is charging to cost of sales that higner 
cost. 

Q. The variable manufacturing cost 

figure on the April 1 985 cost sheet would reflect tne 
low cost blend; is that correct? 

A. Right. So in order to chSrge 

off the higher cost of the existing inventory, it 


\S» 
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required an additional roughly dollar per thousand 


cigarettes. 


Do you know who was responsible 


fd r determining what the rates would be for the SUI 
revaluation for any particular month or how long that 
revaluation would be applied on the cost sheets? 

O' 

HR. PHILLIPS: One at a time. 

A> As to who was responsible for 

determining the rata. I'm not certain. I believe the 
cost department; As to how long the charge off 
continued, until tne quantity in inventory was 


ae pi eted. 


previous blend? 


-iTne quantity that reflected tne 


Uh-rfth. 


Does Brown u Williamson 


typically do a revaluation of inventory to reflect 
changes in the standard costs of making that 


inv entory ? 


Again, that's not really my 


area. I oeiieve we made changes in standards 
periodically, but also dia so when there were 
significant changes in blends. 

Q. Was it typical that the van sole 

manufacturing cost figures for generics in l^e>4 and 
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1985 that appear on the cost sheets woulc not 
accurately reflect the standard cost of maki nq those 

particular cigarettes that were sold that month? 

O 

MR. PHILLIPS: Objection. Give 
that one back to roe again. 

^ (The reporter read the record.) 

MR. PHILLIPS: Besides ray 

ODjection rPo forra, I hope it's not an implication that 
he has so testified with respect to Apni 1 965 in your 


question that he — 


MR. CONDREi: Let roe rephrase 


it. I didn't mean to use tne term accurately. 

0. *&hat I am getting at is was it 

typical tnat tnere would be stanaaru cost changes from 

O' 

tne time cigarettes were manufactured to the time they 
were sold and reflected on the cost sheets so tnat tne 
standard cost appearing on the cost sheets for those 
cigarettes would not precisely reflect the standard 
cost or making those cigarettes tnat were sola that 
month ? 

A. That occurs every time you 

change a standard cost by definition. <> 

Q. So that, therefore, tne variable 

manufacturing costs figures on the cost sheets Sould 
reflect the standard cost in effect for that month 
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that tne cost sneet was maae ana not necessarily the 
standard costs that were in effect when the cigarettes 
were, in fact, made? 

0 A. That's my understanding of it. 

Again, this is outside of my area of determination of 
the rates. 

Vi* 

Q. All right. Now, my next 

question is<) does Brown & Williamson typically do any 
revaluation of those costs, Oemg variable 
manufacturing chats, to reflect the fact that when tne 


3 

4 

5 

6 

7 ! 
a | 

I 

9 ; 
1U 1 
11 
12 


15 ; 
16 | 

17 i 

1 a! 

1 

1 

19 

I 

20 ' 
21 
22 

23 

24 

25 


goods are sold, their standard cost as reflected on 

o 

the cost sheets will not necessarily be tne actual 


MR. PHILLIPS: Objection to 
O' 


13 standard cost under which they were produced? 

j 

14 i 

1 

form. 

A. I didn’t understand your 

question. 

Q. I'm not sure I did either. 

Is there any Jay. or is tnere 


any revaiuation done by Drown & Willi air, son to reflect 
the discrepancy that we have been discussing which 
occurs when there is a standard cost changc ^petween 
the time the cigarettes are manufactured ana the time 
they are sold? ® 

A. I really don't recall the 
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procedure that was used at B4W for handling standard 
cnanges and revaluations. I think just as an 
accountant reviewing this one, 1 was going to make 
g'ure he understood what was done, Decause I think it 
is accurate as opposed to inaccurate, to sum the two 
pieces ^ogether. That was the entire purpose of it. 

y. Right. I didn't mean to imply 

tnat the ccsat sheets witn the SUI revaluation were 
inaccur ate. 


MR. PHILLIPS: Or any of the 


other ones. 

o 

Q. Or any c£ tne otnecs were 

inaccurate. I aid not^raean to use tne term 

inaccurate. What I was getting at was the discrepancy 

O' 

we have been discussing Detween tne variable cost 
reflected on the cost sheets ana the variable cost 
that was ir. effect when tne cigarettes were 
rnanur act ur ed. Tnat's not a question. I'm jU3t 
clanfylnq what X was gettinq at. 

A. All right. 

9 

MR. PHILLIPS: Are you working 


towards creaking for lunch? 

(Off the record discussion.) 
q. Let me show you, Mr. EckmSnn, 

two exniDits which have been previously marked Wilson 
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li 19 and Wilson 23, wnich are brand contribution sheets 
for generic cigarettes made by Brown & Williamson 

3 during 1984 and 1985. 

4 ^ I'm particularly interested in 

5 19, and I'm not even sure I'm going to ask you 

6 i anything aoout 23. 

i 

7 j A. Okay. 

a j qh Have you seen these documents 

j 

9 before, Hr. tckmann? 

10 A. ° I really couldn't say for sure 

11 whetner I had or hadn't. I don't recall seeing tnem. 

o 

12' 0. bid you receive tnese sheets on 

13 a monthly oasis as assistant controller? 

14 A, WO. 

O' 

15 q. Do you know whether the variaols 

16 margin figures that appear on the oranu contribution 

17 ; sheets for any particular month <fare designed to match 

18 ; up with the variaole margin figures on the cost sheets 

1 $ 

19 for thac same month? 

2 Q ! A. I’d be guessing. 

P 

21 Q. Do you know what would account 

22 j for any discrepancy between the variaole margin 

23 1 figures for a particuiar month on the brand 

. 

241 contribution sheets and the coat sheets? ® 

25 j HR. PHILLIPS: If sucn a 

! i* 
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discrepancy exists? 


I'm not aware there were anv 


discrepancies, so I wouldn't know what caused them. 
^ Q. If you will look at the cost 

sheets for December 1 984 , the total variable margin 


figure tor generics — 


Excuse me a second. 


On. Sure. 

A. Oxay. 

Q. ° December 1 984, Page 43 97 b, you 

will see a total generics variable margin figure of 

o 

approximately $2.7 million. Do you see tnat? 

A. -dfes. 

Q. If you will look at the November 

1 984 and December 1 984 br^iri contriDUtion sheets -- 


MR. PHILLIPS; November and 


De cemoe r ? 


MK. CON DR att: Yes. 

Q. -- you will sSe a variable 

margin increment tor December 1 984 on the or and 

P 

contribution sheets of approximately $2.9 million or 
close to $3 million. 

v 

If you suotract 7,097,000, whicn 
is the variable margin figure for November 1 984®from 
10,037 ,000, wmcn is the variable margin figure for 
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l! 
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3 ! 

4 | 

5 I 
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s: 
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15 

16 

I 

11 ! 
1 8 

19 

20 
21 
22 

23 

24 

25 


December 1984/ you will get a variable raarqin 
increment of 52,940,000 on the brand contribution 
sheets. 

° And what I would like to as* you 

is whether you can explain to me the discrepancy 
oetween^the variable margin fiqures for December 1984 
on the or and contribution sheets and the cost sheets? 

9 MR. PHILLIPS: Objection to 

term. 

A. ° I don't recall the details of 

any differences. I actually do recall there beinc a 

o 

difference, out tact's all I recall. 


Q. 


ffow di a you become aware that 


there was a differ ence between these two tiqures as 

O’ 

tney appear on the or and contribution sheets and the 
cost sheets tor December 1 984? 

A. I don't krvow . 

0 . 

A. Yes. Someone ihust have, or I 

wouldn't have oecome aware of it. 


Did someone teii you that? 


Someone who worked for you? 


Don't know. 


Q. 

A. 

V 

Q. Do you know whether any 

adjustment was made at any time to either the cctet 
sheets or the brand contribution sheets to bring those 
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two figures into line with each, other? 


was handled. 


1 really can* t recall now tnat 


Do you recall that it was 


handled in some fashion? 


A. 1 just don't recall the details 

<s k 

surrounding the situation. I'm sorry. 

Qj, If you will compare the November 

1 984 with the December 1 934 cost sheets, Mr. Eckmann, 
Page 43 97 1 for November and 43 977 for December, you 

will notice a change in tne LIFO rates for generics 

o 

from November to Decemoer. 

•For example, branaed light kings 
goes from a rate or .2 459 to a rate of .1 07 9 . Do you 

C> 

xnow why tne rates changed from November to December 


of 1984? 


I don't recall why they changeu. 


Q. Are you farailFar with any 

adjustments that Brown & Williamson typically makes at 

9 

the end of the year to LIFO rates as they appear on 


the cost sheets? 


corn. 


MR. PHILLIPS: Objection to 


In general terras I am. The cost 
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sheets are modified to reflect the total LIFO 
adjustments for the year at the end of the year. 

Q. Why are LIFO adjustments made, 

they are made, at the end of the year on the cost 
sheets? 

^ A. Well, because the LIFO rates 

that are used during the course of the year are by 
dei'mi ti on *stimates. It's adjusting an estimate to 
actual. 

U. ° Do you know whether that's the 

reason the rates changed on the cost sheets from 

o 

November 1 984 to December 1 964? 

A. '2 aon* t Know tnat that* s the 

reason. 

O' 

Q. Do you know whether the LIFO 

adjustment that's rcaae at tne end of tne year to 
reflect actual LIFO rates is designed to be applied 
retroactively throughout the year? 

A. Yes, it would^>e. 

Q. It IS? 

P 

A. Yes. 

Q. Okay. That was true 1 984 ana 

1985? 

A. I wasn't there at the end®of 

1 985 . Tnat's my understanding for 1 984 . 
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Q. Let me show you briefly what's 

previously been narked as Klein exhibit 3* which has 

the heading 1964 actual domestic LIPO rates. Have you 

s£en this document before. Hr. Eckmann? 

A. Not that I'm aware of. 

q. Do you know whether the 

O' 

approximate dollar impact on generics caused by the 
LIFO adjustment in 1984 was $257 ,000? 

A. I don't believe I have seen that 

number before, c ho. 

q. Do you have any recollection 

o 

asiae from tins document as to wnat tnt approximate 
dollar impact on generics was for that year end LIFO 
adjustment tor 1 984? 

A. No. ^ 

HR. CONOR EN : Why don't we br ea>. 
tor lunch? It's live minutes tid.1 12:00. 

A. Very good. 

(A lunch break 5 was taken.) 
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Q. Mr. Ecknann, this morning I was 

in such a hurry to gee into the suostance of your 
testimony that I neglected to a3k you to state your 

o' 

full name and present home address for the record. 
Could you do that tor me now, please? 

o A. Full name is Jefrrev A. Eckmann. 

: 

O'. Hr. Eckmann, the Consolidated 

Trial Balance for July 1985 that constitutes Ecxmann 
Exhibit 1. was tnat generated by Brown & Williamson 
employees? _ 


A. 

U. 


Yes. 


f 


Do you know who specifically was. 


resoonsible for chose documents havinc been generated? 

O' 

A. At that time Mike Evans was in 

the 300 that is responsible for generating it. 


Q. 


And Mr. Ev'ans took 


r espo nsi 011 i ty tor generating tnis document as pact of 

o 

his 300 duties under you as general accountant -- as 
assistant controller at that time? 

A. Yes. 

Q. He was authorized by you to 

generate this document in this fora? 

s 

A. Yes. 

q. Was this document mace in cne 
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regular course of Brown & Williamson's business? 

A. Ye 8. 

Q. Was it kept after its having 

O 

been generated in the regular course of Brown & 
Williamson's business? 

A. Yes. Aaain the answer to all oc 


7 | these questions is my assumption that this is the 


final document from that period and that it -- you 

know, I can't assure you from two minutes of looking 

o 

at tnis without comparing i t to what I saw back tnen, 
but I certainly wot^d believe that to be that 
document. 

Q. Assuming that this was the final 

version of the July 1 985 Consolidated Trial Balance 

O' 

did individuals at Brown & Williamson rely on the 

accuracy of tnis document in performing their job 

. „ <o 

duties? 


A, 

0 . 


Yes. 


Do you know when this document 


was generated Oy Brown & W ill lain son? ^ 

A. I see the date at the top is 

August 9th, 1 985 . ^ 

q. Concerning the cost sheets that 

o 

comprise Wilson Exhibit 18, Mr. Eckraann, were those 
all prepared by Mr. Deignan? 
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HR. PHILLIPS: You're talking 
aDOut the printed figures and not the handwntinq 

contained therein? 

o 

HR. CONDREN: Correct. 

A. The cost sheets are typically -- 

or wer ty pi cal ly prepared under Mr. Deiqnan's 
supervision with respect to that particular month. I 
don't have ^ny recollection that would say they 
weren't prepared under his supervision. 


Q. 

referring to? 
sheets? 

A. 

Q. 

A. 

Q. 

A. 


Which particular month are you 
You' Q re talking about all of the cost 


All of the cost sheets? 

Yes, not ^ust -- 
O' 

Prom July of '84 tnrough -- 
December of 1 985? 

With respect to through July 


1 985 my answer relates to through July 1985. 


0 . 

A. 

0 . 

that time period? 

A. 

that period of time. 
Q. 


Through and incluainq July 1985; 
Including July 19^5. 

Why is your answer Limited to 

O 

Because I wasn't in mv jod after 

o 


Ail right. Just for the uened 
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then July 1 984 through and including July 1 985 those 
cost sheets that comprise a part of Wilson Exhibit 18 

were prepared under the supervision of Mr. Deignan? 

o 

A. Yes. Now, that doesn't allow 

for vacations or any such thing, but they were in his 
area ofj'responsi bil ity, yes. 

Q. And they were prepared by 

a) 

someone who"'worked for him? 

A. Yes. 

o 

Q. And they were prepared as part 

of that person's j c^> duties at tnat time? 


A. 

Q. 


Yes. 


And fir. Deignan supervised tne 


preparation or these documents as part of his 3 od 

O' 

duties under you? 

A. 

Q. 


Ye s. 

With respect to tne cost sheets 


that comprise iiilson 18 for the months you have 

s 

indicated, July 1 984 through and including July 1 985, 
were tnose made and kept in the reguiar^ourse of 
Brown k w iliiaiuson ’3 business? 

A. Yes. <* 

Q. For those months that you have 

stated, July 1 984 through July 1 985, did individuals 
at Brown k Williamson rely on the accuracy of the 

o 
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information contained in the cost sheets? 

A. Yes. 

Q. Can you tell me generally when 

the cost sheets were prepared for any particular 
month? 

^ A. Within the first two to three 

Dusiness days of the following month. 

Q. In other words, the July 1984 

cost sheets were prepared within the rirst two or 

o 

three business days of August 1984? 


A. 

Q. 

A. 

month end, yes. 

Q. 


Rign t. 

Was it any dir rerent -- 
0 

Let me say within a weeit of the 


Q*av. Was it anv different for 


the Deceraoer 1 984 cost sheets? 


A. 


I don't recall the timing of the 


final LIFO adjustment as of year ena, out they 
certainly would have been prepared within a month of 
the end or the year. p. 

Q. Okay. Mr. Eckmann, are you 

familiar with a concept called LIFO decreme& 
avoi dance? 

A. I am familiar with LIFO 

decrements, yes. 
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q. Do you have an understanding as 

to what I mean by the term LIFO decrement avoidance? 

A. I'm sure I can understand that. 

O 

Q. With respect to tax liability, 

is LIFO decrement avoidance desirable or undesirable 
when l^af prices are rising? 

HR. PHILLIPS: Are you a ski ng 
him for his 5 know ledge, or are you asking his opinion? 

Are you asking him is it desiraole in any instance 

o 

leaf prices have been rising during the periods that 

we're talking aoout? 

o 

HR. CON DR EH : Wnat is his 

understanding as to wh^tner it's desiraole or 

undesiraule from a tax standpoint? 

d- 

MR. PH ILL I Pa 

him to testily as an expert? 

MR. CON DR ES: 

MR. PHILLIPS 

his opi r.i on? 


Are you a ski ng 

N o. 

Are you a sxing 
5 


MR. CON DR EN : I ' m a s ki ng h iiu 
what his belief is ano what his understanding is. 
don't think it's requiring him to give any expert 
testimony. 

A. It's desirable from a tax 

standpoint to avoid having a LIFO decrement. 
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1 

Q. 

When prices are rising? 

2? 

' A. 

That* 8 true. 

3 

Q. 

O 

Why is that? 

4 

A. 

So that you aren't cnarging 

5 

against income prior 

period costs from -- and that 

6 

you're ccontl nui ng to 

charge current costs, which wouia 

7 

normally be mgher. 

against current income. 

8 

Q 5 . 

! 

Current costs are mgher tnan 

9 

prior coats? 

o 


10 


Mft. PHILLIPS: In a period of -- 

11 

A * 

In a period of rising prices as 

12 

you nave said. 


1 3 

1 

u. 

*^nd going into decrements would 

14 

require you to cost 

vour gooas at a lower price? 

P' 

15 

A. 

Rign t. 

16 

0 . 

And that creates a tax liability 

17 

oecau3e your expense 

s are lower^and your income higher 

1 8 

and, therefore, your 

taxes hiqher? is that correct? 

19 

A. 

o 

That's right. 

20 

Q. 

1 

That's right. From a tax 

9 

21 

l 

standpoint is LIFO decrement avoiaance desirable or 

22 

| undesirable when prices are tailing? P 

I 

23 

S A. 

| 

It would depend on the extent of 

24 

the fall. 

s» 

25 

0 . 

Assuming that the decline in 
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95 




2 ; 

3 

4 

5 

6 

7 

8 | 

! 

9 

10 ■ 

ii; 

I 

12 

! 

13 

i 

1 4 | 

15 | 

16 | 

17 ! 

i 

16: 

19 | 

i 

20 
21 
22 

23 

24 

25 


price created a situation where going into tne 
decrement would mean you were charging your goods at a 

higher price than if you had not gone into the 

o 

decrement, would that create a tax advantage or 
di sadvantage ? 

O' MR. PHILLIPS: Are you posing 

hypotheticals for him, counsel? 

@ MR. CON DR EM: Yes. 

A. If it were oaseu on tnc same 

o 

quantities, it would be desirable to have higher 

CO St S. o 

0. 

A. 

0. In w.^ich case it would oe 

desirable to go oacx into the decrement when prices 
were falling? 


For tax purposes? 
d 

Ye s. 


A. 


Right. Yod're not talking about 


Brown & Williamson? You're talking hy po th eti ca 1 iv ? 

Ye s. 


Q. 

A. 

Q. 

fell in 1 985? 

A. 


(Affirmative noaj^ 

Do you know whether lean prices 

<> 


No, I really wasn't there 




through the end of the year, so I don't know what the 
final result was. 
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Q. Do you Know whether they tell 

during the time period that you were there from the 


previous year? 

o 

A. 

from leaf prices. 


I really don't recall numbers 


MR. CON DR EN : Let's mark as 


Eckraann Exhibit 2 the Consoiiaatea Income Statement 
tor brown sPwiliiamson dated December 31st, 1 985, 
document numoers through 1 82 57 8 througa 1 82584 . 

(Whereupon, Eckraann Exhibit 2 was marked tor 


l de nt i r i ca ti on.) 

o 


the r i r st page . 


docutaenc it vou wisn. 


I'm ]ust going to ask you about 


Quay. 

O' 

You can look at the entire 


Under the’Uine LIFO 1 eat 


domestic on Page 1 you will see an entry unoer the 

•5 

column actual of $27,422,3 41 with a negative sign next 
to it. Do you Know what that amount of ^ioliars is 

v 

designed to represent on this page? 


wasn't involved in it. 


sign means? 


I don't know, no, becafuse I 


Do you know what that negative 
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A. It means it's the positive 

factor on income as opposed to a negative factor. 

0. It was not an expense item? 

O 

A. Right. 

Q. If you will look at the year to 

date actPbai figure for LIFO leaf domestic you will see 
an entry of approximately $16 million with a negative 
sign next to that. Is that negative sign also 

designed to reflect the fact that tne year to date 

o 

LIFO leaf domestic line 1 tern was not an expense, but 
rather a credit? o 

A. Without adding up the numbers I 

would assume it would DC consistent with the otner 
one, with tne month r lqur c.^ 

Q. Without adding up which numbers? 

A. All of the numbers that 

aagr agate to that. I have never seen this document 
before, so it's nard to say with any certainty without 
ch eckt ng it out. 

Q. Generally speaki ngp.unoer what 

circumstances would tae LIFO leaf domestic line item 
on the Consolidated Income Statement be a credit 
rather tnan an expense item? 

c» 

A. I really hesitate to give any 

general answer to that because of the complexities 
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LIFO, and I don't thinK it's — you're safe or fair to 


generalize about it. 


Do you know what kind of expense 


or credit as the case may be that line item is 
designed to reflect on the Consolidated Income 


Sta teme^ic? 


leaf domestic? 


MR. PHILLIPS: What, the LIFO 


MR. C0« DREW: Yes. 

A. Witn having just gone to NBU I'm 

noc sure it there were any ch anqe 3 after I left or 

o 

not, so I real iv would hesitate to say. 

Q. #as tnat a line item on the 

Consolidated Income Statement as of tne time you left 

O’ 

your position as assistant controller? 

A. I believe It was. 

Q. As of tnatrPtime what kind or 

expense or credit was desiqned to be reflected in that 

o 

lino item? 

HR. PHILLIPS: In July 1985? 

MR. COM DR EN : Yes. 

A. I would say that -- I<really am 

not sure relative to July 1 985 because we were talking 
about potential changes in handling relative to 
categories in July 1 984 that would have generally 
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99 


1 

2 

3 

4 

si 

I 

I 

6 

I 

7 • 

8 

9 : 
10 
11 
12 

I 

13 
1 4 
15 

15 ; 

i 

17 1 

i 

1 & 

l 

19 

20 
21 
22 

23 

24 

i 

25 : 


represented the adjustment to get to current costs. 

But as to what it means in December or July 1985 I 

don't really Know. 

o 

Q. How aDOut December 1 984, would 

that line item on the income statement be an 
adjustment to current costs? 

A. Can I see it? 

Q. Sure. Let me show you what's 

previously been macxed as Samuels Exmoit 1, whicn is 

o 

the December 1 984 Consolidated Income Statement to 
Brown & Williamson,o and tnere's a line item LIFO leat. 
which I Delieve corresponus to tne line item LIFO leat 
domestic on tne later income statements. 

A. In general terms that woula be 

my understanding or it, yes. 

U. Tuat it's desiqneu to reflect 

the difference between moving Oook average and 
replacement cost tot leal? 

s 

A, And the LIFO value, yes, 

Q. Assuming that the$LIFQ leaf line 

item on the income statement is designed to reflect 

the difference between moving book average aHid 

replacement cost, what would a year to date credit for 

$ 

that line item mean? 


MR. PHILLIPS: Weil, I ooject^to 
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1 

2^ 

3 

4 

5 

6 

i 

7 ! 

8 

9 ; 

10 ! 

I 

11 ! 
12 

i 

13 

1 4 : 

I 

1 5 ! 
16 ‘ 
17 
1 6 ; 
iy I 
20 
21 
22 

23 

24 

25 
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the form of that question. 

A. I think you need to a3k somebody 

else that question. I wasn't there, and 1 don't know 

o 

what the accounting practices were when I wasn't 
there. 

& Q. Would it mean that replacement 

cost was less than moving book average? 

I don't know what their 
accounting practices were wnen I wasn't tnere. 


Q. 


Let me show you. Hr. Eckmann. 


what has previously been marked as Wilson Exhibits 

o 

20 A, 20 B ana 20 C, wnicn are advertising media, new 

product development monthly budget reports for Project. 

Volume, generics, branded generics. 

O' 

Mi*. PHILLIPS: There are only A 
B and C to this exhibit? 

HR. CON DR Eft : Yes. 

Q, Have you had a chance to review 

this exhibit in its three parts, Mr. Eckmann? 

A. Yes. 

Q. Let's look at 20A first of all. 

Can you identify this exhibit for me, Wilson. 20A? 

A. It's what we call the budget mat 

at Brown k Williamson for advertising media, net? 
product development Project Volume. 
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1 

2 

I 

3 j 

4 i 

5 j 

6 

7; 

i 

8 ; 

i 

9 i 
10 
11 

i 

12 

i 

! 

13 
1 4 

15 

16 

17 

18 

i»! 

i 

20 

21 

22 

23 

24 ! 

I 

I 

25 


q. What is Project Volume in 

reference to in this exhibit, do you Know? 


A. 

O 

Q. 

A. 

O' Q • 
A. 

term before? 

Q. 


No, £ don 1 t Know. 

Is it a reference to generics? 

I don't Know. 

All right. 

I don't recall ever seeing that 


bo you Know wnetner any new 
product development expenses were incurred for 
generics from May 1^84 tnrough and including October 

1 9 84 V 

A. ? aon‘t have firstnana Knowledge 

of that. X have -- it's my understanding that those 

O' 

costs were incurred, out I really have never seen 
bills or any such tning. 

q. Do you Knd# who prepared wiison 

2 0 A? 


A. 


These are -- I'm not certain wno 


actually prepares this. It's a document formally 
issued out of the general accounting department by the 
marKettng accountant. I don't actually Knov<, whetner 
she requests it from data processing or not. 

q. Do you Know who that pers<?n was 

during the time period covered by tnis exhibit, the 
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1 

2 

3 

4 

5 

6 i 

i 

7 i 
8 ' 

9 ; 

10 ; 

j 

11 
12 
13 
1 4 ' 

15 : 

16 i 
17 ; 
16 ' 
IS i 


21 

22 

23 

24 

25 
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marketing accountant? 

A. May of '84 through -- 

Q. October 1 984? 

O 

A. I believe Jean Carter was the 

person during that period. 

d' Q. To whom did Ms. Carter report in 

that position during that time period? 

o 

A. David Graas, who is the 

supervisor of financial reporting. 

Q. Did Mr. Graas report to you 

during that time period? 

A. 

Q. 


Fu gh t. 

O 

It you will look at w'ilson 


Exhibit 2QB, Hr. Eckmann, can you identity tnat tor 

O' 

me? 

A. Again a budget mat tor 

advertising media, new product development for 
generics. 


<s 


Q. 


Do you know who prepared ali or 


20 j any part of this exhibit? 


tor 20A. 


A. 


Q. 


in this exhibit? 

A. Oh. 


I would have the same answer as 

For each month that's contained 

o 
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HR. PHILLIPS: November through -- 
Q. November 1 984 through and 

including December 198S? 

o 

A. Responsibilities ror the 

marketing accounting position changed sometime during 
this period, and tne new person was Prances Hunter. 

Q. That's a woman? 

A? Yes. 

Q. C-e-s? 

o 

A. Correct. 


took place? 


Do you know when that chanae 


Roughly I would say tne tall oi 


1984, roagnly. As to after September 1st I don't 

O' 

really know of ‘85. 

Q. All right. Limiting my 

questions on Exhibit 20B to tae period November 1SB4 

through ana including August 1985, it was the 

s 

responsibility of either Ms. Carter or Ms. Hunter to 
prepare this document? 

A. Yes. 

Q. And Ms. Carter and Ms^ Hunter in 

their position as marketing accountant reported to Mr. 
Graas throughout the entire period? 5 

A. Yes. 
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November 1 84 through August 1 85? 

Right. 

And Mr. Grass reported to you 


for that entire time period? 


o' Q. 


Were these monthly budget 


reports tnat constitute Exhibit 2GB, again limiting my 
question to 55 the time period you specified, prepared as 

part of the job duties of the marketing accountant 

o 

under the supervision of Mr. Graas? 

A. Yes, suoj ect to tne comment that 

I made before or I'm not exactly sure who requested 
preparation of these. But the responsibility tor 
review and accuracy rests with marketina accountant. 

Q. Ana that was part of tnat 


person's job duties? 


A. Yes. ■ 

Q. During that time period? 

A. Yes. 

Q. And that person was autnorized 

& 

by you to see that these documents were prepared 
accurately; is that correct? <> 

A. Yes. 

$ 

Q. Were these reports for the 

period November 1 984 through August 1 985 made and kept 
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1 

2 

3 
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I 

6 i 

7 J 
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n: 

12 ! 

t 

13 : 
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in tne regular course of Brown fc Williamson's 
Du si ness? 

A. Yes. 

G 

Q. Did individuals in the 

corporation rely on the accuracy of these reports? 
G A. Yes. 


G. 




Do you know when these were 


generated for any particular month? 

A. Within the first week of tne 

o 

month following — or within the first week of the 
montn following tne^end of the period aside from year 
end, which could have been a little Di t later. 

Q. $ow much later, do you know? 

A. 

Q. 

Graas had when he supervised the preparation of these 
documents? 


Within tne month following. 

O' 

Do you know what position Mr. 


A. 


MR. PHILLIPS: Objection. 

3 

His title, is that what you are 


asking? ^ 

Q. Yes. 

A. I believe the title w 

supervisor financial reporting. 

q. Did he have that position 

throughout 1 984 and 1985? 


o 




TAN N EhB AU K, KUCHEMBROD & PATEN 
Louisville, Kentucky 40 202 
( 50 2 ) 5 87-19 84 


B 24 19261 


http://legacyJibrary.ucsf.eQia>tliidypiri9ff|afii^/pd<w.industrydocuments. ucsf.edu/docs/qyxl0001 






CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


106 


1 
2 

3 

4 

5 

6 

7 I 

B i 

j 

9 ' 

io ; 

i 

n 
12 , 
13 1 
1 4 

15 

16 

17 ! 
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22 

23 
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A. 

Q. 


Yes. 

If you will look at the line 


item on the first page, tees, can you tell me wnat 

G 

kinds of expenses are included on that line item? 

MR. PHILLIPS: You mean the 
first ptfge of Wilson 2 0a in the second line, correct? 

MR. COM UR EM : Yes. 

I really am not familiar with 


o 

A. 


tae type of exoenses that qo in there. 

* o 

Q. Are you familiar witn any of the 

types of expenses i(pr any of the line items in Lxhloit 

20B? I believe it's limited to fees, pacxage design 

O 

ana package cylinders. 

MK. PHILLIPS: Well, there are 
d- 

some other text written here in different places. 

MR. COM UR EN : I don’t see any 

other line items or expense on these reports. 

MR. CON DREW: Other tnan 
$ 

summaries, excuse me, I see a line item — other NIB 

on the December 1985, but we're not taliy,nq about that 

report anyway because that's after Mr. Eckmar.n's time 

at Brown & Williamson. ^ 

A. My familiarity with what goes in 

o 

there really is — probably doesn’t go much beyond 


wnat it say6 on the page here as to the nature of 


<s* 
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items and the details of the cnarges. 

q. Do you know whether new product 

development expenses reflected in these reports were 

o 

reported in brand contribution for generics in 1984 or 
1 985? 

O' MR. PHILLIPS: Objection. 

A. My understanding of new product 

devei opraent 5 f or all brands is tnat it is not included 
in brand contribution because of the nature of the 


expense. 


q. _ Is it included in overall oranu 


contribution as it appears on the income statement? 

A. i?y recollection is tnat it is 

not included in tne overall brand contribution. 

O' 

Q. If you will look at Wilson 

Exhibit 20C, Hr. Eckraann, can you identify tnat ror 
me? ^ 

A. Budget mat for advertising 

o 

media, new product development for branded generics. 

q. Do you know what tjje term 

branded generics means as it's used in these reports? 

A. No, I don't recall whast branded 

generics specifically meant. 


Q. 


Do you xnow whether there were 


any new product development monthly ouaget reports for 
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branded generics prepared in general accounting in 
1984? 

A. 1 don't know the answer to that. 

o 

I see that there aren't any in this package, but I 
don* t know the answer to that. 

& Q. Who was responsible tor 

preparing these reports, and I'll only ask you up to 
and including August 1 985? 

A. The marketing accountant who was 

n 

either Jean Carter or Frances Hunter during the 
period. Q 


U. 


And that person, whoever it was. 


Ms. carter or Ms. Hunte'c, did that as part oi net jou 




d' 


15 1 

A. 

That’s right. 


16 i 

i 

Q. 

She was authorized by 

her 

17 

supervisor. 

Mr. Grade and by you^to prepare 

thi s 

18 

document in 

i 

this form? 


19 

A. 

Yes. 


20 

1 

MR. PHILLIPS: Ooj^ction a 


form. 


Q. 


Were these reports up<fco and 


Including August 1 985 that constitute Wilson Exhibit 
2 0C made and kept in the regular course of Brown k 
Wil 1 iamson's ousiness? 
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A. 

Q. 


Yes, as far as I Know. 

Did individuals in the company 


rely on tne accuracy of these reports? 

G 

A. Yes. 

Q. Do you know how soon after a 

particular month a report would be prepared for that 
montn? 

A? Within the first business week 

of the following month for tne interim months and 

o 

witnm the raontn of January for year eno reports. 


Q. 


Let he snow you, Mr. Eckmann, 


wnat* s previously oeen marked as Wilson Exhioats 2 4A 

ana 24B and 24C. These are sales promotion specific 

nontnly budget reports tor generics and sales 

O' 

promotion specific expense analyses for generics. 


Q. 


(Off the record discussion.) 
Let's look^at Wilson Exhibit 2 4A 


tirst, Mr. Ecionann, and limiting my questions to tne 
period covering May 1984 through and including August 
1985 , can you identify those portions of Wilson 
Exhibit 2 4A for me? 

A. This is the summary Du<3dge t mat 

for sales promotion specific expenses for generics. 

q. Do you know who prepared t^ese 

documents for that period I have just specified? 
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A. I don't actually know who 

prepared them, out the marketing accountant again 

would have responsibility tor review ana accuracy. 

o 

q. And that was either Ms. Carter 

or Ms. Hunter depending upon the time period? 

& A. Right. 

Q. Tnese were reviewed by either 

Ms. Carter or Ms. Hunter to ensure for accuracy as 
part of tneir ]od duties as marketing accountant? 


Mr. Graas? 


A. 

Q. 

A. 

0. 


Ri gh t. 

They were autnorized to do so uy 


Yes. 


Were tnese reports made and ne pt 
O’ 

m tne regular course of Brown & Williamson's 


Dualnc ss? 


A. 

Q. 


Ye s. 


Di a people in the company rely 
on the accuracy of those reports? 

A. Yes. 

q. Do you know when the reports for 

any particular month were generated after that month? 

A. For interim months during the 

first week of the following month, and at year end 
during January of the following year. 
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lj Q. Can you teil me whether the 

2^ April 1 985 report is a continuation of tne Kerch 1985 
3 report? 

o 

4j A. Could you rephrase your question 

5i as to what you mean by a continuation? 


6 

O' 

Q. 

Are the numbers tnac are 

7, 

r ef 1 ected 

in the 

March 1985 report incorporated into 

8 

the April 

1^85 report? 

9 


A. 

It* e my understanding tnat they 

10 

are. yes. 



11 


Q. 

Q Is there -* 

12 


A. 

At tne time tnat the software 

13 

cn anqeu. 


O 

1 4 


u. 

This was simply a cnanqe in 

O' 

15 

rormat tor these 

r epor ts? 

VO 

r~4 


A. 

Right, witn tne change in 

17 

sot tware. 


*P 

1 8 



HR. PHILLIPS: incorporated in 





19 

tne year 

to da te 

fiqur es. 

20 


Q- 

Yes, the January tfirougn Karen 

21 

total figures? 


22 


A. 

(Affirmative nod.) ❖ 

23 


Q. 

And you said this was pursuant 

24 

to the cnange in 

the computer system that Brown & 

25 

Williamson underwent in the early part of 1984? 

.a 


8 * 


j 
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A. Right. 

Q. Okay. Looking at Wilson Exhibit 

24B, Mr. Eckmann, can you identity those reports tor 

O 

the period May 1 984 through and including August 19 -- 
excuse me. This only goes up to March 1 985, so can 
you identify the whole thing tor me? 

A. I believe what these are is the 

detailed ou^get mats for sales promotion specific for 
generics, whicn means that these details agqragate tc 


2 4A, Wil son 2 4A. 


For the months tnat are covered 


oy -- 


15 i 1 985? 


■£> 

Hi qn t. 


-- 2 4B, May 19 84 througn Marcn 
O' 


Let me -- just to maxe sure tnat 


ray understanding is correct, 1* ih. loo* at tnat. 


Q. Absolutely. Is tnat your 

o 

19J understanding? 

A. Yes, that's my understanding. 

Q. If you will look at the top 

left-hand corner of the first page of 2 4B y<$u will see 
a notation trade development? 


Right. 

Is that designed to be a 
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l 

^ ! 
2 ? 


category of sales promotion specific expenses for 
generics? 



3 

A. 


It's meant to be more an 


I 

O 




4 i 

assignment of departmental responsibility, I believe. 


»| 

or a category. 



z 

o 

6' 

O' Q* 


Other categories Deinq field 

c 

i 




5 

7 1 

promotion on tne 

next 

page and Drand promotions on the 

o 



H 

8 : 

page following tnat? 



9 

A. 


yes. 

Wiii 

1 o 

0. 


Can you tell me what 


11 ; 

di sti ngui sues one 

category from another? 

$ 

12 

A. 


i>io, 1 ' n. not familiar w i tn tnat 

O 

13 

area. I coul an* t 

give you an accurate description ot 

|| 

1 4 | 

tine ci t i er ence 3. 


O' 

.lal'li 

1 5 

Q. 


Was tne responsibility to ensure 


16 

accuracy or tnese 

reports with the marketing 

w 

17 i 

accountant? 


•"W 

A 

i 




s 

1 8 

A. 


Ye a. 

z 




wno worked r or Hr. Grass? 

o 

sa 

1 9 

0. 



i 

20 

A. 


Yes. 







21 

Q. 


And that was either Ms. Hunter 


22 

or Ms. Carter? 


0 


23 

A. 


Ye s. 


24 

Q. 


And they performed that faction 


25 

as part of their 

3 ob 

duties as marketing accountant? 
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1 
2 A 

3 

4 

5 

6 

7 

8 i 

I 

9 : 
lOj 

l 

11 I 

I 

) 

12 ; 

i 

13 j 
1 4 ! 

15 i 

16 | 

” ; 

1 8 : 

i 

is; 
20 
21 
22 
23 i 

2<! 

I 

25 


Ye s. 

They were authorized oy Hr. 


A. 

Q. 

Graas to do so? 

G 

A. Yes. 

Q. Were these documents that 

constitute Wilson Exhibit 2 4B made and kept in the 
regular course of Brown & Williamson's ousiness? 

A®. To the best of my Knowledge, 

yes. 

o 

Q. Di a individuals in the company 

rely on the accuracy of these documents? 

A. Yes. 

Q. Ban you tell me at approximately 

what time they were prepared tollowinu the montas tuat 

O' 

they are designed to cover? 

A. It would generally be prepared 

in the week following month endiior interim raontns and 
in January following year end at the enc of tntr year. 

Q. If you will loo*. Hr. Eckraann, 

at the July 1984 report. Page 4 of that ^ epor t, 
document Number 92114? 

A. They are different sonfehow. 

Q. Under brand promotions. 


A. 

Q. 




Page 4 of brand promotions? 

Keep going. There are different 
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O 

FT 
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cS 
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parts of brand promotion, and they are numbered again. 
A. What document? 

Q. 92114. There it is. 

O 

A. Okay. 

Q. And if you will look at tne 

August U984 report, page Number 92124, which is also 
Page 4 of brand promotions -- do you have that? 

A.® Ye s. 

Q. -- you wiil see on tne July 1984 

o 

an expense entered for that month under the category 
other of $696,7 82 . Q Can you tell me what that expense 
was entered for? 


A. 

Q. 


I don' t r ecali. 

It you will look at Page 4 or 
O' 


tr.e August 1 984 report you will see a cr eai t enterec 
for August 1 984 of $696,6 42 . Can you tell me what 
tnat credit was entered for? ^ 

I don't r eca 11. 




A. 

q. Do you know whether there's any 

relationship oetween the expense entry tnat we just 
referred to in the July report and the credit in the 
August report? ^ 

A. 

rel ati onship. 

Q. 


I don't know that there's a 

o 


Ir you will look at the November 
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X* 


1 

2 ^ 

3 

4 

5 

6 ! 

7 

8 i 

9 i 

10 j 

I 

11 : 
12 

13 

14 . 

15 

16 | 
17 | 
1 0 1 

19 
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22 
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24 
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1964 report, Page 921 53 , Page 3 of brand promotions? 

A. wnat's the document number? 

0 . 92153 . You will see a credit 

for $11,07 5 and two other credits for $59,000 
approximately and $1 ,000 approximately. Do you know 
what an^ of those credits were entered for at this 
time? 

A? No, I aon't recall. 

g. do you xnow what the reference 

to event A ana event B on tnis page are? 

A. NO. 

o 

q. Do you nave any understanding as 

to what those terras aeln, events A through D 
throughout these reports? 


generics. 


A. 


Q. 


No, not specifically related to 


Do you hav-e an unaer stanai na or 


what tnose terras mean not specitically related to 
ge nerics? 


A. 


Tney can be used to segregate 


coats among various programs. 

q. What kinds of pr ogr aas<,a re you 

referring to? Promotional programs? 

A. It can be, yes. But under* 

package design it may not necessarily be. 
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q. It you will Iook Dack to Wilson 

24A for a moment, Mr. Eckmann, the August 31st, 1 985 , 

report begins on Page Number 1 83710. Do you have 

O 

that? 


A. 

* Q. 


Yes. 

Can you tell me what kinds of 


expenses are included under the subheading customer 
<s 

selling samples under the category field promotion? 

A. It's my understanding that that 

category typically is samples that are handed out to 
consumers. o 

q. Can you tall me what ki ncs or 

r> 

expenses are included under the suuneaaing selling 
materials under field promotion on that page? 


pr ogr am? 


A. 

Q- 

A. 


I don't know. 

How aoout consumer trial 


I don't r err. ernocr wr.at kinds of 


expenses are captured tnere. 

g. Can you tell me whether the 

heading retail promotion on this page is designed to 
De a subcomponent of the heading brand promotions that 
appears immediately above it? 

e 

A. No, I really can’t. There are 

some limitations in the software that in some cases^ 
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make tne categorization the same for all departments 
whether the headings are relevant or not, so I don't 

Know whether it ought to be in this case. 

O 

Q. Can you tell me what the 

category requi si ti onabl e materials under the heading 
retail ^promotion is designed to reflect? 

A. I'm not familiar with the 

details of $hat expense items go in there. 

Q. Do you have any general 

understanding as to wnat kind of expenses are induced 
there? 0 

ho. I r eally cton’ t. 


1 

2^ 

3 

4 

5 

6 

I 

7 | 

I 

8 | 

9 : 

io: 

11 

12 . 

13 
i4: 

15 

16 ! 

17 | 

18 

19 ! 

i 

20 
21 
22 

23 

24 

25' were rebates that were given to customers during 1983? 
: ^ 


ot cer s? 


A. 

Q • 

A. 


flow aoout the category vending 


I don't know what that 

particular event was. 

Q. It you will look at the headinq 

rebates, are ail of tne line items nete types of 

’O* 

rebates that were offered to purchasers of Brown s 
Williamson generic cigarettes in 1 985? 

MR. PHILLIPS: Are you asking 
him whether each of these was offered or each of 
these 

Q. I'm asking whether each ofP the$e 
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A. I*m not familiar with some of 

tne smaller ones, particularly of the two on vendina, 

out the others would represent expenses on an accrual 

G 

basis related to rebates for generics. 

Q. Are these volume rebates? 


G A. 


Well, there are several 


different rebates in there. 

Cp. Is the amount of the rebate that 

a customer would get dependent upon the purchases maoe 
by that customer of cigarettes? 

HR. PHILLIPS: Objection to 
form. Wnat do you mean, depending upon tne volume 
bracket that it achieved, is tnat what you are asking 


or 


Yes. Was there a correlation 


between tne amount of cigarettes purchased and the 
amount in reoates tnat the cust^ier would get? 

HR. PHILLIPS: Well, tnat would 
oe true on any -- on any type of promotion in which 
you got a flat X cents per carton whether or not it 
was a volume rebate is I think what you are asking, 
although I may be wrong. I'm not sure -- I'ta looking 


cor clarification. 


How are the rebates calculated 


for any particular customer? 
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1 

2 

3 

4 

5 

6 
7 
6 
9 

10 
11 
12 , 

13 | 

14 i 

15 ! 
16 | 

17 I 

1 6 ! 

i 

1 9 : 
20 ' 
21 
22 

23 

24 

2 5 ; 


Q. 


MR. PHILLIPS: Any of the -- 
I'll ask the more general 


question. How was the bonus 5 percent rebate 

a 

cal cul ated? 

A. I aon 1 t remember the details of 

the borrfls 5 percent rebate. 

Q. How about the promotional 

allowance rebate? 

A. I don't remember any of the 

o 

numbers involved on that. Tne promotional allowance 

rebate as far as I Recall was an amount that nad some 

relationsnip to volume which required promotional 

<> 

activities on tne part of the recipient in order to 
qualify for the rebate. 


reoa te? 


0 . 


A. 


How about the prompt enrollment 


Again not remembering the 


details of anv of these, that nad some relationsnip to 

s» 

purchase volume as the amount that would be paid. 

Q. Tne regular vol u.m r eba te ? 

A. Had some relationship to 

purchase volume. Certainly someone buying c£he carton 
wouldn't get 4100.000 as somebody would buyinq more 
than one carton. 


Q. 


How about the vendinc rebates. 
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vending promotion and -- 

A. I'm not familiar with tne 

vending rebates. 

o 

Q. You're not familiar witn any of 

the terms of those rebates? 

gv A. No, I'm not familiar with the 

vending rebates. 

Bow about the heading coupons 


Q* 


under consumer promotions? Do you know what kinds of 

o 

expenses are induced unaer that heading? 

A. Q It's my recollection that the 

expenses included there are so tn the materials that go 

«$> 

into the coupons and our cost of the coupon itseii as 

well as tne cost of redemption in that broad category. 

0- 

Q. Customers of Brown h Williamson 

who purchased generic cigarettes got coupons in 1905? 

A. I don't recall at all what Kind 

of couponina program there tnignt have been relative to 

z> 

generics. 


0. Do you recall that^ there was 

A. I don't recall one way> or the 

Q. If you will look at the next 

page, Mr. Eckruann -- I'm sorry, if you stay on that 


one? 


other. 
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page, you wili see a category on/impacts. Do you know 
what kinds of expenses are Included under that 

category? 

G 

A. I think I -- that's what 1 3 ust 

tried to describe in general terms. 

q. Does that refer to stickering. 

do you know? 

A? I don't know what was -- what 

these promotions would have Deon. I just aon't recall 

o 

what the promotions were. 

q. o Do you have an understanding as 


0 

Yes. 


What is your unde r sta nui no of 
O' 


to wnat I mean when I say stickering, Mr. lickaann? 

A. 

Q. 

tnat? 

A. A sticker is some sort of coupon 

affixed to a pack or a carton. ^ 

Q. And what is the purpose ot 

affixing that sticker or coupon to the carton? 

A. The purcnaser woul^ get a -- 

some sort of price off upon buying the product at 

retail. & 

Q. Is it true that the more cartons 

o 

that were sold with stickers on them, the greater the 
expense to Brown & Williamson to run a stickering 

\JV 
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pr ogr a&? 


iorm. 

o 


A. 


HR. PHILLIPS: Objection to 


Presumably that would be true. 


yes. 


u* Q. Can you tell me what kinds of 

expenses are included under the line item creative 
services on 5 the next page, divided into subheadings, 

package design and cylinder expense? 

o 

A. My knowledge extends about a r. 

tar as the description on thi3 page. 

q, wnat are cylmcers, Mr. Eciuiar:n. 

so far as you understand that term as it appears on 
this page? 

A. I believe a cylinder is used l r. 

tne production of a -- the package. I nave never seer, 
one myself. ^ 

Q. 

A. 

Q. I naven't either.^ 

(Oft the record discussion.) 

Q. Do you know, Mr. Eckm<“fnn. 

whether there is any overlap between the package 
design and cylinder expenses on the sales promotion 
specific reports and tne package design and cylinder^ 


Never seen a cylinder? 
No. 
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expenses on tne advertising media reports that we 


looked at previously? 


MR. PHILLIPS: Objection. what 


do you mean by overlap? 

0. Whether any expenses cor those 

items aiPe contained in both types of reports? 

MR. PHILLIPS: You mean whether 
an expense t or an item would occur in both places? 

Q. Yeah, whether the same expenses 

o 

appears in any instances in both reports? 

A. o It should not. 


0. What would determine whetner a 

O 

package aesign or cylinder expense appeared under 
advertising media or whetner it appeared unoer sales 

gy 

promotion speciiic? 


A. I really couldn't deiine that. 

Q. Do you kno£ whetn er ini 985 

Srcwn t Williamson paid any rebates to GPC? 

3 

MR. PHILLIPS: To GPC? You're 


not saying to GPC customers, but -- 
Q. To GPC? 


I don't know 


How about to GPC customers? 

o 

I don't know that either. 


Are vou familiar witn anv 
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payments to GPC that Brown k Williamson is required to 
make pursuant to its contractual arrangement witn 

GPC? 

O 

A. I really don't have any 

recollection of it. 

& Q. Are you aware of a 75 cents per 

thousand royalty payment that Brown u Williamson 


agreed to n&fce to GPC? 


A. 


I just can't recall the aeal at 


all. 


Q. „ You don't recall whetner Brown t. 


Williamson agreed to mane any payments in tne form ox. 

a royalty or a reoate to GPC? 

A. I just can't recall at ail tae 

O' 

nature of the deal with GPC without reference to 


any tn i nq. 


Q. 


So you doiv’t recall whether 


Brown k Williamson agreea to make any reD3te or 

o 

royalty payments no matter what the amounts were? 


and answ er eu. 


HR. PHILLIPS: Objection. Asueu 
HP. PHILLIPS: You carf' answer it 




agai n. 

A. You know, I have an awareness 

that there was some deal with GPC. As to what the 
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specifics a re, as I said, I don't recall at all. 

Q. It you will look at Wilson 

Exhibit 2 4C. Mr. Eckmann, can you identify that for 

O 

me? 

A. The BfcW sales promotion specific 

expenses anal y si s, top page from June of 1 984 . 

Q. Do you know who had the 

responsibility tor insuring that these documents were 

prepared accurately? 

o 

A. The marketing accountant witnin 

general account! nq. Q 

Q. Again Ms. dun ter or .'is. Carter 

de penai ng upon the time perioa? 

A. Yes. 

d* 

U. Ana that was part of their 30 b 

duties to ensure tnat these were generated accurately? 

MR. PHILLIPS: To ensure these 
were generated accurately is part of their 30 b duties? 

MR. CON DR £N : Yes. 

MR. PHILLIPS: An^ yea' re 
talking about the printed text and not the 
handwriting, correct? d 

Q. Let me just ask you, Mr. 


Eckraann, do you know what the checkmarks and 




handwriting are that appear throughout true document? 
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MR. PHILLIPS: On any given page 
or 

0 . 

G 

particular? 

A. I would say generally it's the 

marketifftj accountant going through and verifying 
selected iterns. 

Q . Is that done as part or that 

person's job duties? 

A. Yes. 

0 MR. PHILLIPS: Are you referring 
to tne cn eckni ar *s or the h anuw r i ti r.g -- 

MR. CON OREM: Both. 


A. 


answer. 


MK. PHILLIPS; -- or both? 

I was referring to both in ray 


MR. PHILLIPS: Okay. 


Q. 


Were anv checkmarks or 
handwritten aarginality that appear m the sales 
promotion specific reports ana advertising media 
reports tnat we lookea at previously also done by tne 
marketing accountant as part of that pecson'<s job 
auties? 

A. Yes. 

Q. Were any checka»arss or 
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lj Handwritten marginality that appear on the cost sneetE 

2 f* that constitute Exhibit 18 done by the person 

3 responsible for preparing those sheets as part or that 

G 

4 person's job duties? 

5 MR. PHILLIPS: Perhaps we had 

6 better ^ook at them. 

7 A. I really don't know who made the 

8 I marks on tn% cost sheets. I don't recoanize any of 

l 

9 j the handwriting. 1 don't xnow what tne purpose was. 

1 

10 j It could — in addition to that as Demg a 

11 j possibility, could have been done at the time of 

12 converting to -- lcckina at converting to a new 

13 ' system. I really don't unow. 1 don't recognize those 

j 

14 marxs. 

O' 

15 : q. You beiieve it was done by 

16 , someone from tne Brown 4 Wiiilarason Tobacco 

| 

17 j Corporation? -P 

13 i MR. PHILLIPS: Are you dSKinq 

19 1 him to speculate, or are you asxina^iim for knowledge? 

20 MR. CONDRQJ: I'm asking him 

21 what he believes? 

22 A. Ail I coula do is gue^s that 

23 that would be the case. 

24 Q. Looking back at Wilson Exlfibi t 

25 24C, Mr. Eckmann, were these documents that constitute 

I * 
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this exhiDit made ana kept in tne regular course of 
Brown & Williamson's ousiness? 

A. Yes. 

o 

Q. Did individuals in the company 

rely on the accuracy of these documents in performinc 
their j'dD duties? 


A. 


Ye s. 

Is this a detailed back up to 


Wilson Exnibits 2 4A and B? 


A. 

Q. 


Ye s. 

o Do you know whether any of tnese 


reports, epeciiic expense analyses tor generics were- 
prepared after March 1 585? 


they were. 


A. 

0. 

A. 

0. 


This aocument? 

O' 

Yes, 2 4C? 

I don't know for certain that 


Do veu know wnetner Brown u 
Williamson stopped producing these reports when it 
changed its computer system? p. 

A. I don't know that they aid, no. 

Q. You don't know whether they aid 

or didn't? 

A. I don't know for sure whether 

they did or didn't, right. 
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U. Can you tell me when the 

speciiic expense analyses tor any given month were 

genet ated? 

G 

A. Be no later than a week after 

month end on interim months ana then in January 
following year end. 

Let me show you, Mr. Eckmann, 
what’s previously oeen marked as Wilson Exmoits 25 a. 

B, C ano D. These are sales promotion specific 

O 

montnly budget reports for branded generics and 
private label generics and sales promotion speciric 
expense analyses tor urandec generics. 

(Off the record discussion.) 

Q. If y^u look at Wilson Exhibit 

2 5 A, Mr. Eckmann, can you identify that for me? 

A. Budget mats, summary budget mats 

ror sales promotion specific, Dtanoed generics from 
nay of '84 through March of '85. 

Q. Do you know what the term 

branded generic means as it's used in thjese reports? 

A. I don't recall at this time what 

branded generic meant. ^ 


Q. 


Was the responsibility for 




ensurinq that these reports were done accurately in 
the marketing accountant who worked ror Hr. Graas? ^ 
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A. 

Q. 


That's correct. 

And that was Ms. Carter or hs. 


Hunter depending upon the time period? 

O 

A. Ye a. 

Q. And they performed that function 

of ensuring these reports accuracy pursuant to their 
job duties as marketing accountant? 

Ye s. 

They were autnonzea oy Mr. 


A® 


U. 

c 

G r a a s to do so? 

A. 

Q. 


o Yes - 

Were these reports prepared a no 
Kept in the regular course of Brown a Williamson's 
ousine ss? 

O' 

A. Yes. 

Q. Did individuals in the company 

rely on the accuracy of tnese reports? 

A. Yea. 

3> 

Q. Can you tell me at what time a 

report for a particular month would have^oeen 
ge ner a ted? 


A. 


In the first month --<l'm sorry, 


first week following month end for interim months and 

s 

in January following the end of the year. 

Q. If you will look at Wilson 
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Exhibit 25B, Mr. Ecitmann, can you identity tnat for 
me? 

A. This is the detailed budget mat 

O 

for sales promotion specific expenses, branded, 
generic category. May of '84, March of '85. 

O' q. Is this the detailed back up to 

Wilson 25A? 

$ 

A. That's my understanding. 

q. Was the r esponsi diI ity cor 

ensurinq that tnese reports were uone accurately also 
in the marketing accountant, eitner Ms. Carter or Ms. 
hunter ? 

A. 

a. 

job duties working for Mr. Grass? 

A. Yes. 


O 

Yea. 


That was aone as Dart of their 
O’ 


Q. 


Did Brown & Williamson create 


and keep these reports tnat constitute Wilson 2 53 in 

o 

the regular course of its business? 

A. Yes. p. 

q. Did individuals in the company 

rely on the accuracy of these reports? ^ 

A. Yes. 

5» 

q. Can you tell me when these were 

created for any particular month? 


TAN MEN BAUM, KUCUENBROD * PATEN 
Louisville, Kentucky 40202 
( 502) 587-19 84 


B 24 19288 


http ://legacy.library.ucsf.efluillidtlpi rl0ffiaS0flpdlw.industrydocuments.ucsf.edu/docs/qyxlOOO1 




CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 

2 

3 

4 

5 

6 

7 

8 , 

9 ! 
10 

11 

12 

13 

1 4 

15 

16 ! 

i 

17 I 


1 8 

1 9 
20 
21 
22 
23 

2 4 
25 


i 


133 


A. Tney would have been created 

within the rirst week of the following month cor 

interim months and in the January of the following 

o 

year for December. 

Q. Can you identify Wilson 25C for 

me, Mr.^ckmann? 

A. It's Brown * W il 1 i an son* s 

o 

expense analysis for sales promotion specific expenses 
ot oranded generic category for July of '84 thrcugn 

o 

Ha rcn of ' 85 . 

Q. o la Wilson 2 5C a rurther aetaiieu 

oacK. up to Wilson Exnioits 25A and 25b? 

O 

A. That's my unaer standi ng. 

Q . tf&a t£ie r esponsi Dil ity tor 

ensuring tnat Wilson 25C was prepareo accurately m 
the marketing accountant, either Ms. Carter or Hs. 
Hunter? 

a . Yes. 

Q. Tnst was done as part ot tnat 

person's job ciuties working for Mr. Graa^? 

A. Yes. 

Q. Were the reports that Constitute 

Wilson Exhibit 25C made and kept in the regular course 
of Brown & Williamson's business? 


A. 


Yes. 
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Q. Did individuals in the company 

rely on tne accuracy of these reports? 

A. Yes. 

o 

Q. Can you tell me when these 

reports were generated for any particular month? 

a. They would have oeen generated 

in the first week following interim month's end and in 
January following tne December year end. 

Q. Can you laentiiy Wilson 2 5D for 

o 

me, Mr. Eckmar.n. only up tnrough the period including 
August 1 985 reports^ 

A. It's the Browr. a 'Williamson 

monthly buuget report ror summary tor sales promotion 

specific expenses in private label generic category. 

O' 

Q. Do you have an un oe r sta noi ng as 

to what the term private iaoel generics means as it's 
used in these reports? 

A. I don't really know what all got 

in elude a in private label. 

Q. Do you have an unc^r stanoi ng as 

to anything tnat was induced in that category? 

A. No, I don't have a cle&r idea of 

the distinction of what's in here versus other 
ca tegor 1 es. 

Q. 


3 


Do you know whether the year to 
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date figures from Wilson 2 5A for 1905 are incorporatec 
into Wilson 25D, the April 30th report? 

A. Yes, they appear to be. 

Q. What is the basis for your 

conclusion that those numbers appear to be 
incorpdSrated into Wilson 25D? 


A. 

s 


I guess on two bases, one that. 


was my understanding of our intention at tne time, ana 

oecause the numoers ado up harcn year to bate plus 

April month, that goes April year to date. 

Q. o Thank you. Were the reports 

tnat constitute Wilson ExhiDit 2 5D ue signed to replace 

<- 

tne reports that constitute Wilson Exmbi ts 25A ana 


25U? 


A. 


(Oft tne record discussion.) 

(Tne reporter read the record.) 
•f 

I don’t recall tne specifics as 


to whether that was tne intention or net, out it 
certainly appears that they are taking over for tne sc 
reports starting in April. 


Q. 


These reports referring to 25A 


I'm sorry. Ye s. 


and 25B? 

A. 

Q. Do you know whether reports in 

the form of Exmbits 25A, B and C were prepared a£tg»r 
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MR. PHILLIPS: A, B or C? 

MR. COM DR EM : Ana/or C? 

MR. PHILLIPS: Were prepared 


MR. CON DR EM 


At ter March 1 985 , 


March 1 985? 

O 

after April? 

O' 

in that format? 

o 

A. 1 don't believe they were. 

MR. PHILLIPS: C, too? 

A. I don't oeiieve so. I believe 

they were similar reports, but not exactly line that. 

C. You believe that there were 

<> 

specific expense analyses done after March 1985 for 


generics? 


A. 


I guess I was referring more co 


the other two. I really don't have an awareness one 


Are you familiar with how 


way or tne other. 

Q. 

rebates were accruea in 1985 for generics? 

A. Not in extreme detail. I 

would -- my recollection is that we accrued the 
generic rebates based on an estimated expend rate per 
thousand cigarettes sold. 

o 

Q. Were those expenses incorporated 

into tne sales promotion specific reports on that ^ 
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form. 

G 


HR. PHILLIPS: Objection to 


Q. Hignt be better to loon at the 

generic rather than oranded generic. 

8* a. Oh, good idea. 


Q. 

o 


Do we have that anywhere over 


tnere? It's Exhibit 24 I believe from Wilson. 

HR. PHILLIPS: Which 24, do you 


10 i know ? 

I 

11 : 


HR. CONOR EN : A or B. 

HR. PHILLIPS: That's B. That* 
O 


A is it. 

Which one are we lookina at? Is 


This is A. Ye3, that's my 


m. 

A. 

Q. 

that A or a? 

A. 

under stanui ng. 

0. Do you know when rebates were 

paid to customers of generic cigarettes^! n 1 984 and 
1985? 

MR. PHILLIPS; Any particular 

rebates or generally? 


Q. 


Rebates in general pertaining to 


generics? 
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A. In general -- again it's a 

recollection ana not a clear recollection -- I believe 

they were paid monthly after the -- I'm sorry, 

o 

quarterly, not monthly, after tne end or tne quarter. 

Q. They would be paid, for example, 

in Aprils of ' 85? 

A. Por tne first quartet. 

q? To reflect payments attributable 

to January, February and March or '85? 

o 

A. That's ay general understanding, 

right. Q 

q. Were rebates accrued in tne 

monthly reports the satire way in 1 984 tor generics as 
they were in 1 985? 

b* 

A. I don't snow for certain. I'm 

not aware of any changes, but 1 couldn't say that witn 
certainty. 


U. 


were rebates tor private label 


generic cigarettes paid at tne same time as rebates for 

nonprivate laoel cigarettes in 1984 and '85? 

9 


A. 

Q. 


I don't know. 

It you will loo* at tn<e June 


1985 sales promotion specific report for private label 
generics 

A. 


I noted here tnat thev are -- 
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apparently were amounts accrued. I don't Know it' tne 
payment schedule was the same. 

Q. Do you Know whether the regular 

o 

volume rebate that appears in the June 1 985 saleB 
promotion report tor private label generics was the 
only re&fete paid for private label cigarettes in 1985 

by Brown * Williamson? 

o 

MR. PHILLIPS: Where are you 

o 

Her e. 

0 Regular volume r eoa te line on 


aga in? 


A. 

U. 


the private iauel reports. My question is was that 
the only rebate paid for private labels in 1 985? 


A. 


I don't have an awareness one 
O’ 


way or the other. 

Q. Can you tell me who was 

responsible to see that Wilson 2"fo was prepared 
accurately up to tne period including August 1965? 

MR. PHILLIPS: When you say 
including August 1 985 , you mean the reports prepared 
in August that reflected July reports -- reports 
prepared in July -- reflecting August or prepared in 
Septerabe r ? 

Q. I'm referring to the reports 

that rerlect August 1 985 expenses. 
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In September? 


O 

pr e pared. 


1 40 


MR. PHILLIPS: Ana were preparec 


MR. COM DR CM ; Whenever they were 


A. That really is beyond when I was 

there. tPI was pretty much left at the end of August. 

Q. So your testimony then is 

limited to v lhe -- 

A. Things that nappenea through tae 

o 

end of August. 

Q. 0 Which woula cover the reports of 

July 1 985 expenses? 


A. 

Q. 


Xeah. Sorry tor any confusion. 

That's fine. Ana mat wouiu 
O' 


apply to your prior testimony -- 

MR. PHILLIPS: As to all other 


exhibi ts. 


Q. 


-- witn respect to the cost 

<5 

sheets and the sales promotion specific reports, et 


cetera? 

A. 

U. 

A. 

Q. The question is can you tell me 

who was responsible for seeing that the portions or 


Right. 

Ail right. 

What was the question? 


o 


<s* 
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Wilson 25D up to and including July 1 985 expenses was 


done accurately? 


The marketing accountant whicn 


would either be -- would have been Prances Hunter 


during that period. 

vP Q. 


And Ms. Hunter did that as part 


of her j od duties as marketing accountant? 
/?. Yes. 


that? 


hr. Graas authorized her to do 


Ye s. 


Were tnese uoeuments made and 


kept in the regular course 01 Brown & Williamson’s 


busi ness? 


Yes. 


Did individuals in the cornua ra¬ 


rely on their accuracy? ■ 

A. Yes. 

o 

0. Can you tell roe how much time 

elapsed Between the month covered and ti^e date of the 
preparation of tne reports? 

A. Less than one week lot- interim 

months and less than one month for December. 

Q. In the sales promotion specific 

reports reflecting rebate expenses in 1 934 and 1985 
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for generics, Mr. Eckmann, did Brown & Williamson 
ad]ust those reports after the end of the quarter to 

reconcile actual payments with accrued payments? 

o 

A. It was our intention to do that. 

As to whether it happened for each quarter I can't say 
for certain, but it did occur periodically. 

Q. Was there an individual who was 

o 

primarily responsible for adjustinq those reports to 

ensure that actual payments corresponded with tne 

o 

payments reflected in the reports? 

A. o The marketing accountant. 

Q. Do you know how soon alter the 

end of tne quarter that would De done? 


A. 

Q. 


NO. 


For the year ena sales promotion 


specific reports reflecting rebates, do those year to 
date riqures for 1984 and 1985 reflect actual payments 
of rebates tor those years? 

A. Well, I don’t know for 1 985 . 

For 1 984 -- p 

HR. PHILLIPS: Are you talking 
aoout as it reflected in the sales promotion specific? 

HR. CONDREN: Right. 

3 

A. I can't recall when the actual 

payment was known and the adjustment was made tor ^ 
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December. Whether that happened before the books were 


2'f* closed or not I don't know. 


3 

4 

5 

6 

7 

8 
9 

10 
11 
12 
13 
1 4 
1 8 
16 
17 
1 8 

19 

20 
21 
22 

23 

24 
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Q. If it happened before the books 

o 

were closed, the adjustment would be reflected In the 

December 1 984 report? 

A. It would if the analysis were 

done before the books were closed. 

Q® And that means that actual 

payments would correspond with payments reflected in 

the year to oate, December 1 984 figures? 

A. Unless there were any 

adjustments or additional payments required oecause or 

errors or sometning like that, DUt that general 

statement is accurate, yes. 

O' 

Q. Are tne books held open lonaer 

at the end of 1 984 than they are in the interim 
months? 

A. Yes. 

Q. Is one of the reasons tnat 

that’s oone to capture all of tne actual expense for 
the year in the year to date reports tor Deceraber 


1984? 


form. 


A. 


MR. PHILLIPS: Objection to 

o 

Yes. That’s the reason, to try 
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and get the books as close to actual as possible. 

(Otr the record discussion.) 

Q. Are you familiar with a program 

instituted by Brown a Williamson in 1 985 called the 
Direct Account Incentive Program, Mr. Eckmann? 

^ A. I have some awareness of it, 

yes. 

Qa Can you teli me what your 

understanding is generally as to what that program 
entailed? 

A. My recollection is that it was a 

o 

program to make payments to induce people to carry our 

full, or close to our ’full line of products to support 

some of our marginal categories. 

O' 

Q. Would you include generics as 

one ot those marginal categories? 

A. Marginal probaDly was an 

unfortunate wore choice. I -- it's my recollection 

that generics were included in it. don't know if 

they are included in tneir entirety or certain styles 

P- 

of generics. 

Q, Do you know whether i£ was a 

requirement of the program that in order to get 
payments for that program the customer had to sGock 
generic cigarettes? 
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A. No, I don't specifically recall 

one way or the other. 

Q. Let me show you, Mr. Eckmanr., 

O 

what's previously oeen marked as Wilson Exhibit 35, 
which is a February 1 985 memorandum from T. W. Wilson 
to Ch ri s' Deignan with copies to J. A. Eckmann among 
other s. 

A? Okay. 

0. Did you receive this document, 

Mr. Eckmann. from hr. Wilson around the time of 
February 6th, 1 985? Q 

A. I remember seeing this aocumene 

o 

Derore, yes. 

Q. 

paragraph, Mr. Wilson notes in part, quote, "I 
recommend using the January composite accrual rate 
of .0030 as a temporary method t$ accrue for tnese 
costs. " 

Can you tell me whether tnat was 
the accrual rate that was used to rerlec^ DAIP 
expenses in Brown u Williamson periodic reports? 

A. My recollection is thaA we 

started accruing based on that rate, and I don't 

e> 

recall whether it was adjusted subsequently or not to 
reflect actual experience. 


If you will lock at the first 


a* 
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Q. If you will lootc on the seconc 

page, Mr. Eckmann, could you explain to me how the 

accrual rate of .0030 that is referenced on Page 1 

o 

and that also appears on Page 2 is arrived at? 

A. It looks like going through this 

mechanically that there is two plans, plan A and plan 
B. The maximum payment or the payment rate adjusted 
tor estimated participation level gives an eftective 

rate to apply to tne overall voiumee — 

o 

q. In other words, tnere -- 

A. Q -- and tnat's applied to each of 

the categories as appropriate to come up with a dollar 
figures for expense. 


Q. 


In other wctus, there is a 
O' 


weighted average done oe tween plan A accrual rate a no 
plan 5 accrual rate based on the percentage of sales 
distribution appearing in coluarf A to arrive at 
tne .0030 rate? 

A. That's a reasonable explanation 

or it. p. 

q. Do you know where the percent of 

sales distribution figures come from that appear in 
the far left-hand column? 

A. No, I don't. 

q. Do you know whether those 
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* 

1 

2* 

3 

4 

5 

6 
7. 
8 
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10 ; 

j 

11 i 

i 

12 . 

I 

13 ; 

14 | 

15 1 
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percents were adjusted at any time m 1 985? 

MR. PHILLIPS: On the stock — 

Q. -- tor purposes of calculating 

O 

the DA IP accrual rate? 

A. I don't know whether tney were 

or not.^ Certainly in the Deginning of thi3 process it 

was our intention to look at actual experience and 

© 

acgust the rate in the future as appropriate, but I 

don't know what actually happened. 

o 

Q. Can you tell me why the 

estimated accrual cates for plan Li are different from 

tne estimated accrual rates ter plan A? 

A. They were -- apparently unaet 

the nature of the plan wee^ paid a lesser amount rot 

participating in plan 5 versus A. 

Q. Do you know who aecided to pay 

tnose i n pi an B a lesser amount than those in plan A? 

A. No, I don't know who decided 

© 

that. One of the difficult tnings is the exhibit is 


cut off. 

and I 

can't 

read everyching 

onpi t. 



Q. 


You mean it's 

cut off on 

the tai 

left? 

A. 


Right. 


© 


Q. 


So is the copy 

I have. 

All 

righ t. 

We' 11 

try to 

deal witn that. 
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1 48 

A. But even ir it weren't cut ofr, 

I don't know the answer to your question. 

Q. Do the calculations m the lower 

G 

left-hand corner indicate that there was an estimated 
pa r ti ci pa ti on level of 95 percent for those in plan a? 

g a. That's my interpretation of what 

that means. 

Q\ That means that Brown i. 

Williamson anticipated that 95 percent of its 

r\ 

customers falling under the category of distriuutor or 
grocery wholesaler ,would participate in this program? 

A. Tnac's the way I read this 

i * 

analysis. 

Q. And Brown & Williamson 

O' 

anticipated that 85 percent of those accounts tallinc 
under plan a would participate in the pi an? 

A. That's th^ way I read the 

analysis, yes. 

s 

Q. Let me show you. Kr. Ecicmann, 

what has previously been marked as Wilson Exmbits 
34A, B and C. These are tne sales promotion 
nonspecific monthly budget reports for Browiv & 
Williamson. 

If you will look first -- are 
you finished lookinq at them? 

TANhEM3AUH, KUCHENBROD k PATEN 

Louisville, Kentucky 40 20 2 <« 

( 502) 587-19 84 


. .. . p 24 19304 

http://legacyJibrary.ucsf.e3ia>tliidypiri9ff|a^(p#n/.industrydocuments. ucsf.edu/docs/qyxl0001 



CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


_1 


149 


2* 

3 

4 

5 

6 

7 

8 

9 : 

10 

i 

; 

12 

l 

13 
1 4 | 
1 5 

i 

16 ! 
17 ! 

I 

1 8 1 
i»! 
20 
21 
22 

23 

24 

25 


A. 

Q. 

A. 

Q. 


No. 

Sorry. All set? 

Ye s. 

I£ you look first at Exhibit 


3 4A, Mr. Eckmann, can you identify this f or me? 

o' a. It's the sales promotion 

nonspecific summary Dudget mat for December 1 984 . 

6. Is there any bacic up to the 

summary contained in Wilson 34A? 

r% 

A. Yes. In some level of detail. 

0. o Was this a document that was the 

responsibility of tne marketing accountant to ensure 

o 

tnat it was prepared accurately? 

A. Yes. 

O' 

Q. And again that was either Ms. 

hunter or Ms. Garter? 

A. Yes. It vfas one or the other. 

Q. Ana this document was prepared 

■5 

and reviewed for accuracy under tne supervision of Mr. 
Graas? p, 

A. Reviewed for accuracy, yes. I'm 

not sure of the preparation again. ^ 

Q. Did Ms. Carter or Ms. hunter 

review this document for accuracy as part of her job 
duties as marketing accountant? 
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A. 

0 . 


Yes. 


Sne was authorized to do that by 


Hr. Graas? 

o 

A. Yes. 

Q. Was this document made and fee pt 

in thejjegular course of Brown & Williamson's 
ousi ness? 

A 3 . Yes. 

Q. Dia the people in the company 

rely on the accuracy 01 this document? 

A. _ Yes. 


0. 


Can you tell n.e now much time 


eiapsed between the period the document is designed to 
cover and the time the document was prepared? 

A. I’ r.. sure it would have been 

prepared sometime in January of 1 985. 

Q. Do you retail when in January it 

was prepared? 

u 

A. I can’t say witn certainty, but 

I believe it would have oeen roughly tne^miuule of tne 
month. 

Q. Can you tell me what the line 

item on Page 1 of Wilson 3 4A total displays - generics 
is designed to reflect? 


A. 


Beyond recitmq tne name of that 
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category I really don't know tne items tnat would go 
into there — 

Q. Ia the back up -- 

O 

A. -- other than generic displays. 

q. Is the back up to that line item 

contained on the fifth page of this exhibit, document 
number 162466? 

fit It gives furtner information of 

counter displays ana floor displays for generics. 

q. Can you tell me what ki nus or 

items are referreu £ o there unaer those headings 

counter displays, generics ana floor displays 

O 

generics? 


A. 


As I understand it, it woulu l>c 
O' 


the display piece that was either located on a counter 

that would holo our generic product or positioned on 

<<> 

the floor to hold the generic product. 

Q. Do you know what tnest displays 

o 

consisted of, what material tney were made of? 

A. 1 have never secr.^nea. I don't 

know. 

Q. Are these display expanses that 

are attributable solely to generics? 


HR. PHILLIPS: Objection to 


form. 
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A. I believe that only generics 

would be displayed in those displays, but that really 
is under the control o£ the retailer. 

r> Q. But that was the intention of 

Brown & Williamson to have these displays used only 
for generics? 

A. I don't really know that for 

certain. no%. knowing exactly what the displays loon 
like. 

r> 

Q. Putting aside the generic 

displays for the moment, are you aware of anv line 

o 

items in the sales promotion nonspecific reports for 

December 1 984 that a r e^de si gne d to capture expenses 

attributable to only one brand of cigarette? 

O' 

MR. PHILLIPS: May I have that 


one again? 

(Tne reporter read the record.) 

MR. PHILLIPS: Object to form. 
A. Ho, I'm not aware of anything 

necessarily tnat would relate to a single brand. I 
believe all our display expenses are in nonspecific, 
q. Can you tell me generally why 

display items are carried in sales promotion 
nonspecific? 

A. I think tor the -- yes. 
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generally because they relate to several -- can relate 
to several brands, and breaking the expense out 

isn't — and allocating it isn't worth the trouole. 

o 

Q. You mean that a particular 

display is used generally for more than one brand? 

d' A. It can be. I think in a lot of 

cases the, you know, display is used for a single 
brand in a lot or cases. 

I'm sure you have seen them in a 

o 

supermarket where it's a Barclay display, and we don't 

put Kooi in a BarcLay display. 

Q. Are there instances where 

O 

display expenses r or particular urands were carried ir. 
sales promotion specific? 

O' 

A. I don't snow . 

0. If an item is contained in saies 

promotion nonspecific. Hr. Eekmann, does 1 1 go into 

branu contribution for any particular brand? 

<3 

A. It's in nonspecific? 


i 


Q. 

A. 

Q. 


Ye s. 

No, it doe sn't. 

If it's in sale promotion 


specific for a particular brand, does i t go into branc 
contribution for that brand? 


A. 


Yes. All costs in specific 
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would go against the specific brand. 

Q. Are there any other line items 

in the December 1 984 sales promotion nonspeciric 

o 

report that you are aware of that are attributable at 
least in part to generics? 




form. 


s 


HR. PHILLIPS: ejection to 


MR. CON DR EM: What's your 


ouj ection? 


HR. PHILLIPS: Well, to the 

extent that they relate to Brown a Williamson, they 

relate to generics, don't they? I mean, I don't 

•0 

unaerstano your question. 

MR. CONDRLN: Well, I thin* 

O' 

display items for brands that are used don't relate at 
all to generics. They're display items otner than 
generic displays that aren't use% for generics, and 
they've got notmnq to do witn generics. 

MR. PHILLIPS: But I don't 

Know -- my oojection is to the use of tJ^e word relate 
to. Can you oe more specific? 

Q. Were any of these expanses aside 

from generic displays incurred in part in connection 
with the sale or distribution of generic cigarettes? 

MR. PHILLIPS: Repeat my 
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obj ection. 

A. I don't know for sure. 

Q. Do you know what the line item 

O 

on the second page of warehouse and freight expense is 
designed to reflect? 

d* A. Not really beyond what the 

account description says. 

Does this refer to warehouse and 

freight expense incurred for display items? 

A. I really don't know. 

Q. o Do you know whether generics 

were a part of any of tne raulti brana promotions that. 

d 

appear on the fifth line down on this page? 


<3 

Q. 


A. 


I don't know if they were or 
O' 


not. It's my recollection that tney were not, but I 
don't know taat tor certain. 

Q. 


If you will look at Wilson 


Exhibit 3 4B, Mr. Eckmann. can you identify tens for 
me, please? 

A. It's a monthly budget report, 

sales promotion nonspecific, July 1 985. 

Q. Was the responsibility for 

ensuring that this was done accurately in the 
marketing accountant, either Ms. Carter or Ms. Hunter? 

A. Yes. This would have been 
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Hunter. 

Q. And sne did that as part or her 

jot duties as marketing accountant? 

O 

A. Yes. 

Q. She wa8 authorized by Mr. Graas 

to ensure that this document was prepared accurately? 
A. Yes. 

Q? Was tais document made and kept 

in the regular course or Brown (t Williamson's 

o 

Dusine ss? 

A. Q Yes. 

Q. Dio people in the company rely 

on tne accuracy or thi^ document -- 
A. Yes. 


-- in performing their ] od 


16 auties? 


A. 

Q. 


Ye s. 




Can you teii me approximately 
when tms document was created? 


A. 


By our normal procedures it 


would have been prepared in the first week of August 
1985 . 

Q. Do you know whether expenses 

incurred by Brown & Williamson in connection wi&i the 
DAIP program are reported in this report? 

VP 
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gue stion. 


Let me ask you a more specific 


If you turn to Page 3 of this 


exhibit, document number 162736 it looks like, can you 
tell me whether expenses for DAIP are contained under 
the line* item distrioutor incentive rebate on that 


page ? 


It's ray understanding that 


that's what that line represents. 

o 

Q. Do you know what amount of 

expenses Brown a Wi^liamson incurred in 1985 with 

respect to tnat program? 

o 

A. No, I don* t. 

Q. Do you know when payments were 

O' 

made to customers of Brown u Williamson for tnat 


program? 


No. It really -- I believe tney 


occurrea after I i er t there. 

o 

Q. If you will look at Page 162738, 

which xs Page 5 of this exhibit, are th^ expenses 

incurred for 1 985 to date for generic displays 

reflected under the heading displays - generics? 

A. That would be ray interpretation 

o 

of what this means. I don't have any firsthand 
knowledge of whether they are all included or not. 
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Q. Is that what these line items 

are designed to include? 

A. That's my general recollection. 

O 

Q. Let me show you. Hr. Eckmann, 

what'8 previously been marked as Wilson Exhibit 38. 
The first page is a memorandum from D. P. Christensen 
to J.L. Hendricks and others. Second page is a 
document, a'ppears to be a tile note, done by B.E.D. 

with copies to J.A. Eckmann among otners regarding 

o 

accounting treatment of generic fixtures supplied by 

B&W. o 

Turning your attention to the 
O 

seconct page, Mr. Eckmann, did you receive a copy or 


Yes. 

Can you tell me w no wrote it? 
Tony Bacorf, the controller. 

Dia Mr. Bacon write this as part 

<5 


this tile note? 

A. 

U. 

A. 

Q. 

of his j od autie3 as controller? 

A. Yes. p, 

Q. Was it the intent of Brown & 

Williamson's fixture program to gear fixture* expense 
regarding particular customers to the volume of 

«» 

purchases made by that customer? 

MR. PHILLIPS: Objection to 
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lorn. 

A. Repeat that, please? 

(The reporter read the record.) 

o 

A. I don 1 t know it that was the 

intent of the program or not. 

Q. Let me show you now. Hr. 

Eckmann, what's previously Deen marked as Wilson 

© 

ExhiDi t 42. The first page is a memorandum from H.A. 

Roeder to R. A. Blott and others with a handwritten 

o 

notation that a copy was given to J.A.E. 

o The second page is a file note 

written by B.S.B. regarding the Coins vendor incentive 

O 

program with a copy to J.A. Eckmann, and the 
suDsequent pages are a memorandum regaruinq Coins 
distribution from J. R. Anders to R.A. Blott. 

A. 


Q. 


Okay. 

Turning to^ the first page of 


this exhibit. Hr. Eckmann, did you receive a copy ot 

© 

this? 

MR, PHILLIPS: By^tms, you mean 
the entire document or the first page? 

MR. CONDREN: Ho, the^first 

page ? 


A. 


© 

It indicates on there that I 


dia. I don't recall having received a copy, but i t^s 
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likely I aia If my initials were on it. 



Q. 

Do you know whose nandv/ritino 

th at 

O 

is in the top 

right-band corner? 

A. 

Tony Bacon's handwriting and my 

initials there. 



^ Q. 

If you look at the second page. 

Mr. 

Eckmann, did you receive a copy of this file note 

9 

from 

Mr. Bacon? 



A. 

o 

Ye s. 


Q. 

Do you recall receiving that? 


A. 

o Ye s. 


u. 

Do you know whether 


approximately 5250,000 for tne Coins vendor incentive 


program was spent oy lirowr^i Williamson in 1 985? 

A. 1 don't Know, navina left tnece 

Septemoer 1st. 

<a 

Q. Was any amount spent as of tne 

time vou hao left to vour knowledge? 

A. I really don't recall if any was 

spent before I left or not. p 

Q. Do you know why the expenses 

that were anticipated to be incurred for tn£s program 

were to be carried in sales promotion nonspecific? 

o 

A. My recollection is that in order 

to qualify for the payment other brand styles had tg 
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be carried other than Coins in the vending machines. 

Q. Do you Know what tnose Dr and 

styles were? 

O 

A. I think it was any brana styles. 

I think it could be any other -- it was either two or 
three blPand styles. 

Q. Do you know who decided to carry 

the expense in sales promotion nonspecific? 13 that 
Mr. Bacon's decision? 

O 

A. I don't really recall exactly 

whose decision it w r as. It's his direction in this 

memo to do so. I don't know if he was tne one tnat 

O 

made the decision or not. 


0. 


Do you Know why Mr. Bacon wanted 
O' 


tnese expenses, quote, specifically itemized so that 

for generic profitability reporting purposes, specific 

<0 

amounts can oe so assigned, unquote? 

A. There was some relationship to 

9 

Coins, and all expenses that had any relationship to 
generics we were trying to keep track o^, 

Q. Coins was considered a generic 


pr oduct? 


A. 


For purposes of Keeping costa 
separate I believe it was, yeah. 


Q. 


Do you Know where in the sale^ 
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promotion nonspecific reports specifically these 
expenses were designed tc be reflected? 

A. Not oft the top of my head 

O 

without looking back to 6ee where they were. 

q. Would it refresh your memory to 


look at^the reports? 

A. 

3 

A. 

o 

A. 

July it ends? o 

suggestions, Jim? 

any idea. 


It raignt. 

Back in July -- assist somenow? 
MR. PHILLIPS; What? 

I said does he know where in 


HR. PHILLIPS: uo you have any 
O 


HR. CON UR EN : No, I don't have 
O' 


Okay. 


A. 

0. I’m not erfgaging in the Socratlc 

metaod here. I aon't know. 

A. I don't know for sure wnere it 

would nave been included. p. 

q. Do you know what general section 

it would be included in of the sales promotion 
nonspecific reports, not necessarily any line item, 
but any section? 


A. 


No. I'd be guessing. 
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Q. Do you recall tnat that $250,000 

incentive program was, in fact, approved for Coins? 

A. Basically -- on looking at these 

o 

documents it appears that it was, but that's the only 
recollection I have is referring to those documents. 

Q. Let me show you, Mr. Eckmann, 

what's previously been marked as Willingham Exhibit 
23, wnicn is? a compilation of the common operating 
costs manufacturing reports tor Brown & Williamson 
commencing with June 1584 ana going through December 
1985 . 


tnrougn December '85? 


0. 

for me, Mr. Eckmann? 
A. 


MR. PHILLIPS: You said goinq 
O 

MK. COL DA EM : Yes. Should be. 

O' 

MR. PHILLIPS: Quay. 

Can you identity these documents 
* 

It’s tne monthly buoaet report 
for common operating costs manufacturing tram June of 
'84 through Deceraoer of ' 85. 

Q. Do you know who prepared these 

documents? 0 

A. I don't know who prepared them. 

I think that the cost department prepared them, ^ut I 
don't know that for certain. 
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Q. They were net prepared Dy 

general accounting in any event? 

A. No. I didn't say tnat. It's 

G 

possible they were prepared by general accounting. 

Q. But you don't know tor sure? 

o' a. That* s r igh t. 

Q. Did you receive these documents 

<5 

on a monthly basis when you were assistant controller? 

A. I did receive tnem, yes. 

o 

Q. Do you have some tarailiarity 

with what these line items are designed to represent? 
A. 

Q. 

with reports generated by |rown & Williamson called 
V-l • s? 


Some gene rad i similarity, yes. 
0 

Are you familiar, Mr. Ecicmann, 


A. 

Q. 


Do you nave one I could see? 
Sure. This is Willingham 


Exhioit d, which is the V-l reports for June 1965 

o 

througn and incluaing December 1 985 . 

A. I don't Delieve I^have ever seen 

those. 

Q. If you will look down^on 

Willingham Exhibit 23 to the line item revaluation 

o 

direct materials, can you tell me what that line item 


25 is designed to reflect? 
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A. I don't remember well enough to 

describe it. 

q. Can you tell me what the next 

o 

line item was designed to reflect, revaluation of 
finished goods stocks due to variable cost standard 
ch ange &-? 

A. About all I remember is that it 

is about what it says, revaluing the finished goods 
due to standard changes. 

Q. Does it relate to the tact that 

as we discussed pr<^yiousiy there are often changes in 
tne standard cost of producing cigarettes from the 
time they ate manufactured to the time they are sola 
and reflected on the cost sheets? 


form. 


A. 


MR. PHILLIPS: Objection to 


It does relate to the revision 


of standards for finished qoods, yes. 

s> 

q. 1 3 it designed to rerlect the 

aitrerence in standards between when tho* goods are 
manufactured and when they are sold? 

A. Not necessarily because they 

aren't -- this entry isn't based on the sale of these 
goods. 


Q. 


Do you know how these numbers,, 
1 
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are calculated? 

A. No, I don’t. 

Q. Do you know what kinds of 

o 

expenses are designed to be included in the line item 
depreciation, rents, et cetera on this report? 

tp A. Mainly depreciation and rents. 

Q. Depreciation on what, do you 

know ? 


o 


A. It's ray understanding tnat 

o 

depreciation on the equipment would be in here. 

q. Q What kinds of equipment? 

A. Ha nut act ur l nq equipment would be 

0 

a large item 1 would guess. 


Q- 


Do you know whether there are 
O' 


any other kinas of equipment for which depreciation 
expense is collected on this line item? 


A. 


You mean something outsiae of 


the tactories, is that what your question is? 

Q. Soraetning outside of tne 

factories, or soraetning inside of tne factory that 1 s 
not manufacturing equipment, for example, data 
processing equipment? ^ 

A. X don't know the answer to that. 

It's really prepared out of my area, the entries of 
that accounting. 
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q. Do you Know what tne LIPO - 

casing, filters and wrapping line item represents? 

A. I believe that's an estimate of 

O 

the — that's recorded monthly to reflect the LIFO 
adjustment over the course of the year for related 
wrappih^, casing and filter material. 

Q. I8 that a LIFO ad]U3cment that 

s 

is designed to reflect the difference between 
replacement costs and the cost at which tnese items 
were purchased? 

A. o More so than the cost that these 

items flow tnrough tne Looks on a monthly basis, the 
difference between that cost and the LIFO cost. 

Q. Is ti^at type of expense 

allocated to particular brands and styles of 
cigarettes tor tne purpose of determining variable 

A 

r r 

margin for those cigarettes? 

HR. PHILLIPS: Read tuat one 

<r> 

bacK to me. 

(Tbe reporter rea^the record.) 
A. No, I don't believe it is 

because of the insignificance of it. v 

q. If you will iooK at December 

1 984, Mr. EcKmann. does this report indicate that 


there was an exoense of tnat nature in 1 984 year to 
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date or $960,204? 

A, Yes. 

MR. PHILLIPS 

O 

A. Right here. 

Q. Do you know what the LIFO other 

line i t$m beneath that is designed to represent whicn 
has a year to date figure of approximately $1.6 
million? 0 

A. I believe that — and tais is ay 

best recollection -- is an entry we recorded to show 
tne impact of bringing tne nonLIFG pools onto LIFO 
prior to actually going tnrougn the NQU calculation. 

Q. So you know what types of items 

tnat were not previously cn LIFL> were put on LIFO 
pursuant to the change to the NbU system? 

A. The major ones were labor and 

overhead, the major elements. 


Q. 


Are you familiar with any 


report, Mr. Eckmann, that breaks oown tne 

depreciation, rents, et cetera, line on tne COC 

$> 

report? 

A. There is another repor<t that 

does that, yes. 

Q, Did you receive that when^ou 

were assistant controller? 
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Yes. 

Can we break shortly whenever 


you get to a convenient spot? 

o 

Q. Okay. Let me just do this one 

document, and then we can break. 

O' HR. CONDREN: Let's mar* for 

identification Eckmann Exhibit 3, which is the Monthly 
Budget KepoPt, Schedule D-2A prepared by brown & 

Williamson tor June 1 984 through and inducing July 

o 

1 984 . And there are no document numoers or. this or 
stamp numbers because it was delivered to me by Mr. 
Phillips iast night. 

«*> 

(Whereupon, Eckmann Exhioit 3 was marked tor 

ide nt if ica ti on.) 

HR. PHILLIPS: The nandwntten 

mar* on all of these documents saying confidential is 

not part of the document, but is^put there in lieu ot 

a confidential stamp, which is pursuant to the 

o 

confidentiality order in effect in this litigation. 

MR. CONOREN: Do you want to put 
stamp numbers on this eventually to memorialize this? 

MR. PHILLIPS: Right nOw we have 
it as Eckmann 3. Let's just -- 


HR. CONDREN 


Pine with me. 


0 . 


Can you identify Eckmann 3 for 
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me, Mr. Eckmann? 
A. 


It's Brown & Williamson Monthlv 


Budget Report showing some detail for depreciation, 

o 

rents, et cetera, which is part of COC manufacturing. 

q. This is the detailed back up to 

the depreciation, rents, et cetera, line item on the 
COC reports? 

Righ t. 


A? 


0. 


Do you Know who prepared tne 


No, I don't. 

O' 

I oelieve you said that you 


D-2A schedules that comprise Eckmann Exhioit 3? 

A. Q No. 

«j. Do you Know wnether it was the 

O 

same department that prepared the COC reports? 

A. 

0. 

received these D-2A schedules on a monthly basis when 
you were assistant controller; i*s that correct? 

A. That's cor r ect. 

q. Do you have an understanding as 

to what kind 3 of items are contained unc^r the headinq 

amortization on these reports? 

A. I guess I would say I ^received 

these as an assistant controller, and I don't believe 

o 

I ever looked at it. 

Q. 


Do you know what kinds of rent 
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expenses are contained on this document other than 
what's apparent on the face of the document? 

A. NO. 

O 

HR. CON DR EN : Okay. 

MR. PHILLIPS: Off the record. 

'P (Off the record discussion.) 

MR. CONDREN : Since Mr. Eckmann 

$ 

has other commitments, he and Mr. Phillips and I have 

agreed not to go any furtner today, but Hr. Phillips 

o 

and Mr. Eckmann have agreed that he will be made 
available we hope t$e week following the next one, 
either in New Yorx or Louisville, depending upon our 
collective schedules, for a short day of continued 
examination. 

O' 

I don’t believe it will require 
a full day, out I think it will require more than just 
a morning. I think it will be p/robaoly sometime into 
tne afternoon assuming we start at a normal time anu 
we take normal breaks. 

I would lixe to reschedule it 

for the week following next week if we can possibly do 

that. <> 

MR. PHILLIPS: Again as I told 

e 

you off the record, we will certainly -- I think 
that's a good idea to try to reschedule for the week 
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following next week. As both Mr. Ecxmann has told you 
and as I have told you, it will depend upon schedules, 

that we will all have to check. 

G 

But we ace -- I also wanted to 
make it understood that, you Know, we hope it will oe 
a shortohday. And one of the reasons this was 

necessary is that as I understand it you have a great 

o 

deal more material to cover, ana I don't think it 
would be fruitful to go on till late in the evening 

r*. 

tonignt, 6:30 or 9:00. Instead I thin* it will be -- 

we can spend a very Q short day finishing this. 

HR. CON DR EM : Okay. I just want 
O 

to raaxe sure that Hr. Ecxmann will be made avaiicDie 

at some time m the near future? 

d' 

MR. PHILLIPS: Yes. We will 
worx it out. We will worx it out. 

MR. C0NDR£ft: He will be made 

av ail abi e? 

«R. PHILLIPS: We will work it 


out, yes. p, 

MR. COM DR EH; Okay. 

MR. PHILLIPS: Pursuant to the 


confidentiality order. 

I just want to make sure that we 
understand that, you know, when we make Mr. Eckmann 
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available again. It's a matter of sort of trying to 
worn it in with us and, you know, to our convenient 
schedules, and it's going to be a short day, and 
that's what I am expecting. 

As 1 understand what you 

probabl^ have left -- and as I see across the taole 
you have a lot of document identification left, and 1 
understand that tnat takes time and everything else, 
ano I tmr.k that we will, you know, come back. 

But it seems to me that this is 
not a most pressingomatter, and if it turns out tnat 
oecause of scheduling, which I don't expect i t to turn 
out, but if it turns out that it's not tn e week after 
next but the week after th^t one, I don't want to have 
a Dig hassle aoout tnis. I thin* we can work it out 
to cur convenience. 

MR. CON DR EN: All right. Fair 


enougn. 


to ask him a question 


cross examination? 


MR, 

PHILLIPS : 

Okay 

? 

MR. 

CON DR Eti : 

Ye s.p> 


MR. 

PH ILLIPS : 

on. 

wait. 1 need 

to 

clear something 

up. 

MR. 

CONDREN : 

You w 

ant to do 




«> 

MR. 

PH IL LI PS i 

I 3 u 

st want to 
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one question to cleac something up. 

MR. CONDREN: One question. 

MR. PHILLIPS: Ofcay. Ot f the 


o 

record. 




(Oft the record discussion.) 
(Deposition adjourned.) 


0 


o 
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STATS OF KENTUCKY ) 

COUNTY OF OLDHAM ) 

I, MARCIA KUCHENBROD, a notary public within 

o 

and for the State at Large aforesaid, do hereby 
certify that the foregoing is a true, correct and 
complete transcript of the deposition of JEFFREY A. 
ECKMANN. taken at the time and place set out in the 
caption, including objections ana reraarrs or counsel; 

that the deposition was taker, pursuant to notice; that. 

o 

the said witness was duly sworn before giving his 
ueposition; that th^ appearances were as 3et out in 
the caption hereof; that the said deposition was tais.cn 
aown by me in stenotypy ana afterwards transcribeu on 


a computer under mv direction. 

O' 

I furtner certiry tnat I am neither attorney 

or counsel for, nor related to or employed by any or 

the parties to the action in which this deposition is 

ta*en; and further, that I am not a relative or 

o 

employee or any attorney or counsel employee oy tae 
parties hereto, or financially interested in tae 
action. 

Given under my hand as notary aforesaid, 
this the 3 0th day of June, 1986. 

o 

My commission expires March 14, 1969. 
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MARCIA KUCHENBROD, C. P. , 

Court Reporter and Notary Public 
^ State oi Kentucky at Large 
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I, the undersigned, JEFFREY A. ECKMANW, uo 
hereby certify that I have read the foregoing 

deposition and that, to the best of my knowledge, said 

O 

deposition is true and accurate (with the exception of 
the following corrections listed below): 

vP 


25 


JEFFREY A. EC KM ANN 
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STATE OF _ 

COUNTY OF _ 

Before me, the undersigned Notary Public 
within and for the above-named county and state, on 

the _ day of _, 1 986 , personally 

appeared JEFFREY A. ECKMANN ana acknowledged the 

execution of the foregoing document. 

5 

My commission expires:..._ 


° Notary Public 
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